INTERIOR DEPARTMENT APPROPRIATIONS FOR 1953 


WEDNESDAY, MAY 14, 1952 


Unitep Strates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Carl Hayden (chairman of the subcommittee) pre- 
siding. 
Present: Senators Hayden, O’Mahoney, Cordon, and Knowland. 


BUREAU OF INDIAN AFFAIRS 
Buitorne, [rriGatrion, AND Roap Construction 


STATEMENT OF HON. WAYNE N. ASPINALL, A UNITED STATES 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF 
COLORADO 


NAVAJO-HOPI REHABILITATION 


Senator Haypen. The committee will come to order. 

Congressman Aspinall, we shall be glad to hear from you. 

Mr. AsrrnaLu. 1 would like to have the privilege of filing my state- 
ment and then just talk off the record a minute or two. 

(The statement referred to is as follows :) 


STATEMENT OF HON, WAYNE N, ASPINALL OF COLORADO 


Mr. Chairman and members of the committee, I wish to thank you for this 
opportunity to appear again before this committee at this session and to urge 
at this time an adequate appropriation for the Bureau of Indian Affairs for the 
fiscal year 1953, in order that the Bureau of Indian Affairs may be able to carry 
on a reasonable and effective construction program in the areas under its 
jurisdiction. 

The budget recommendation for construction work totaled $35,586,000. The 
House Committee on Appropriations granted the Bureau of Indian Affairs, for 
this program, $5,310,000. Of this amount, roughly $2,000,000 is committed for 
special projects or for the liquidation of eontracts, which leaves approximately 
$3,000,000 for construction work for the entire Nation. 

The construction program of the Bureau is divided into three general subdi- 
visions—buildings, irrigation, and roads. I desire at this time to speak briefly 
on the roads part of this program. 

My interest centers primarily on roads for the Navajo-Hopi Reservation. It is 
my undersanding that, in addition to the many activites of the Navajo-Hopi peo- 
ples which necessitate the construction and maintenance of a suitable road 
system, uranium ore has recently been discovered on the reservations. This new 
development makes the construction of additional roads imperative if such de- 
posits are to be brought out for use for our national-defense build-up program. 
I have been advised that the Bureau of Indian Affairs has been requested by both 
the Atomic Energy Commission and the Bureau of Public Roads to complete this 
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project at the earliest possible date. However, the Indian Bureau will be prac- 
tically helpless in this respect if the excessive reductions made by the House are 
allowed to stand. 

I feel that, if the Bureau of Indian Affairs had stressed the vital importance 
which these roads play in our defense program, the House Committee on Appro- 
priations would have allotted a greater amount than was granted. 

I also feel that the buildings heretofore constructed at Tawoac, Colo., for 
school purposes, and which have not been in use for several years, should be 
put in good condition and made available for their original purposes to the 
Indians living in this area. I have recently been told that there is a large 
number of Indian children in and around the community of Tawoac who are 
not given any educational opportunities whatsoever. 

I appreciate, Mr. Chairman, that your knowledge of these situations is far 
greater than mine, and I wish to join with you in the proper solution of the 
problems presented. 

Thank you, Mr. Chairman and members of the committee, for your courtesy. 


TEN-YEAR DEVELOPMENT PROGRAM 


Mr. Asprnatu. I wish you to know that I am appreciative of being 
given an opportunity to appear twice before this committee this year. 
I appear this time for additional appropriations over and above what 
the House granted for the Bureau of Indian Affairs, especially relative 
to the Navajo Indian Reservation. 

I doubt very much that it is necessary to take up the Senators’ 
time to talk about the Navajo Indian situation. The distinguished 
chairman has thorough knowledge of the situation. 

Senator Haypen. My knowledge i is like yours: That Congress did 
pass an authorizing act for a 10-year development period aggregating 
$88 million. The health conditions among the tribes are the worst in 
the country. They have the highest rate of tuberculosis. Fifteen 
thousand children cannot even speak English. 

Mr. Asprnatu. That is correct. The appropriation bill which the 
budget recommended to the House was $35 million plus, and the 
House ended up with a little over $5 million. This must take care of 
construction of roads, construction of buildings, and other facilities; 
and $3 million of the $5 million is already pledged, which would only 
leave $2 million for the entire fiscal 1953 program in the Nation. 

The Senator is aware of the fact that since the authorizing legisla- 
tion to which he refers, was approved, uranium has been discovered in 
that area, which is very important to the national-defense program. 
It is no good to us unless we have the roads to bring it out. With all 
of these situations being what they are, it seems to me that the House 
action was not well-timed and it was not well-considered. 


SCHOOL FACILITIES 


There is one other thing concerning which I would like to speak to 
the committee, especially, and that has to do with the building facili- 
ties which are at Towaoc, Colo., for the Ute Mountain Indians. The 
buildings which are constructed are in fairly good condition at the 
present time but have not been used since the ear ly days of World War 
II. They are lying there idle. There are a great number of Indian 
children in the Ute Mountain Reser ration, together with some of the 
Navajos living nearby, who do not have school facilities. It seems to 
me that we find ourselves in our economy program being “penny wise 
and pound foolish,” having buildings and not using them. In spite of 
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the fact that this was not brought before the House committee, as it 
should have been, I do bring it before the attention of this committee. 

Senator Haypen. How should that be handled? 

Mr. Aspinati, There should be an appropriation at this fime, or as 
soon as possible, to rehabilitate the buildings and then get on with an 
educational program for these Indians and make use of the facilities, 
because we have spent hundreds of thousands of dollars in providing 
them. 

Senator Haypen. Will you ask the Indian Bureau to prepare a 
memorandum and place it in the record ? 

Mr. AsPrnaLL. I will be glad to do that. 

(The information referred to is as follows :) 


CONSOLIDATED UTE, COLORADO 


Towaoc, rehabilitation of boarding school, $200,000.—The old boarding school 
(Ute Mountain Boarding Schoo!) at Towaoc in southern Colorado was a 160- 
pupil boarding school originally built from tribal funds of the Ute Indians. The 
plant consisted of some 50 buildings ranging from school buildings, dormitories, 
dining halls, office, and employees’ cottages to sheds, barns, warehouses, and 
outhouses. Most of the buildings were built in the period 1918 to 1921. A power- 
house and laundry was built in 1933, and some cottages were constructed as late 
as 1988. The buildings and utilities had an evaluation of approximately $325,000 
in 1948. The more important buildings have walls of stucco and adobe and brick, 
with wood floors, metal ceilings, plaster on wood partitions, and asbestos or 
composition shingle rooms. Cottages and other minor buildings were of frame 
construction. 

The school was closed as a boarding school in 1985 but continued to operate 
as a day school during the CCC era when many Mountain Utes camped near the 
school site. The school was completely closed in 1942. The Allan Day School 
was established in Utah, and a few Blanding Utes were enrolled in the Allan 
School and the Blanding Public Schools. The remainder of the children were 
urged to attend the Ute Vocational School at Ignacio. The Allan School and 
the Blanding School projects were abandoned, and after several years of 
resistance on the part of the Mountain Utes the majority of the children were 
finally enrolled at the Ute Vocational School. Today about 140 pupils are en- 
rolled there and approximately 20 children who are eligible for school are 
attending no school. The children who do attend school must be transported 90 
miles. One hundred of the pupils are in primary and elementary grades. 

The Ute Vocational School is filled to capacity. The transfer of the Ute 
Mountain pupils would create space for the enrollment of the Navajo pupils 
who are now being denied admittance or would make possible a cooperative 
project with the Ignacio public schools. An exchange of junior- and senior-high- 
school pupils would eliminate all segregated classes above the sixth grade. 

For a number of years the Mountain and Blanding Utes have received no 
Federal aid beyond the medical and educational services provided at the Ute 
hospital and vocational school at Ignacio. The economic pattern and way of 
life of the Mountain Utes and lack of adequate roads prohibits attendance at 
any school on a day basis. They follow their sheep with no fixed habitation, much 
as do the Navajo. This pattern dictates a boarding school. The reactivation of 
the Towaoce plant would meet this need. It would result also in more complete 
enrollment and regular attendance. It would afford educational opportunities 
for Navajos at the Ute Vocational School. It would create a community center 
for the Mountain Utes and would pave the way for eventual consolidation with 
the Cortez public schools. This latter project is not immediately feasible since 
Cortez cannot provide the necessary building facilities. In any future co- 
operative plan classroom and boarding facilities would still have to be provided 
at Towaoc. 

The minimum estimated cost of rehabilitating the Towaoc Boarding School 
for its enrollment capacity of 160 pupils, including equipment, is $200,000. 


Senator Haypen. Mr. McElhaney. 
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BUREAU OF RECLAMATION 
Gita River Prosgecr 


STATEMENT OF R. H. McCELHANEY, PRESIDENT, WELLTON-MOHAWK 
IRRIGATION AND DRAINAGE DISTRICT 


OFFICE AND YARD FACILITIES FOR PROJECT 


Mr. McExuaney. My statement is short, and I would like to read 
it to you in total. 

Senator Haypen. You may proceed. 

Mr. McEtnmanry. My name is R. H. McEihaney. I am president 
of the Wellton-Mohawk irrigation and drain: ge district, vice chair- 
man of the Arizona Interstate Stream Commission, and own and 
operate a farm in the Wellton-Mohawk division of the Gila project. 

Senator HaypeN tow long have you been farming there? 

Mr. McEumaney. ‘arming there 25 years. 

This project was oie ized by the Eightieth Congress in July of 
1947, and the Bureau of Reclamation immediately undertook the job 
of bringing Colorado River water to the 75,000 acres in the project. 
This work has progressed to the point where water is now being de- 
livered to some of the land. 

At this time the pumping plants and all of the main canals, except 
814 miles of main canal now under contract, have been completed and 
are in operation. The first block of the distribution system is now 
under construction, and two more blocks will be under contract before 
the end of this calendar year. Water is being delivered now, under a 
special license to take water, to more than 7,500 acres of land. About 
7,000 acres are still being irrigated from wells. 

In the 1952-53 request for funds for construction by the Bureau of 
Reclamation, $100,000 was requested to provide necessary office space 
and yard facilities to properly administer the project. We believe, 
because of lack of information concerning the vital need for this facil- 
ity, the Bureau of the Budget eliminated the request. 

Of course, if the necessary facilities were available for our district 
and the project to rent in the open market, we would do so. Most of 
our project area is relatively new and undeveloped. There is no 
building or any type of building available for the distance of 70 miles. 
As our project is approximately 40 miles in length, we must have a 
centralized administrative facility in order to properly operate and 
maintain the $42,000,000 construction investment. 

When I mention such a building, I would like to make plain what 
the farmers of our project have in mind. They do not propose to 
build a monument to posterity with a lot of fancy frills and fixtures. 
They have in mind an inexpensive but durable building. The con- 
struction would be cement block, cement floors, and utilitarian. We 
believe such a building could be built for $100,000. This relatively 
small sum would be repaid to the United States in our construction 
costs and allow us to properly supervise and protect our $42,000,000 
investment. We believe this is only sound business, with which you 
will agree. 

Our attorney, J. D. Mansfield, will briefly tell you of some of the 
immediate functions of the district which require such a facility. 
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Thank you gentlemen for your time. 

Senator Haypen. Evidently it is not just an office building you 
want but equipment. 

Mr. McEtuanry. Yard facilities. We will be operating the canal 
and will have to have trucks, tractors, drag lines, and so forth. 

Senator Haypen. Thank you. We will hear from Mr. Mansfield. 


STATEMENT OF J. D. MANSFIELD, ATTORNEY, WELLTON-MOHAWK 
IRRIGATION AND DRAINAGE DISTRICT 


ADMINISTRATION BUILDING FOR GILA PROJECT 


Mr. Mansrietp. For the record, if the committee please, my name 
is J. D. Mansfield. I am attorney for the Wellton-Mohawk irriga- 
tion and drainage district. I have a short statement which I would 
like to file for the record. Perhaps I could briefly highlight the state- 
ment to you. 

Senator Haypen. Yes. 

(The statement referred to is as follows :) 


STATEMENT OF J. D. MANSFIELD, ATTORNEY FOR THE WELLTON-MOHAWK IRRIGA- 
GATION AND DRAINAGE DISTRICT 


My name is J. D. Mansfield, and I am the attorney for the Wellton-Mohawk 
irrigation and drainage district. It is this district which on March 4, 1952, 
entered into a $42,000,000 repayment contract with the United States for the 
payment of the construction costs of the Wellton-Mohawk division of the Gila 
project, located in the extreme southwestern portion of Arizona. 

As Mr. McElhaney previous stated, the purpose of my appearance before the 
committee is to testify regarding the need of an administrative facility or build- 
ing to service the immediate functions of the project. 

The irrigation district was formed last July for the purpose of contracting 
with the United States to repay all construction costs. The district must now 
begin to function and carry out the terms of that repayment contract. The con- 
tractual duties of the district require the immediate activation of an administra- 
tive force to process excess land and incremental value contracts with the owners 
of the 75,000 acres of irrigable land. The assessment and tax rolls must be 
prepared to collect the amounts due under the repayment contract. There are 
other administrative functions too numerous to mention here because of time 
limitations. 

In addition to all of these immediate administrative functions, the farmers’ 
district will take over each unit of the distribution system as it is completed. 
The district will distribute the water, maintain the canals, and perform the gen- 
eral operational functions. 

This work requires an office force, an engineering force, and a general field 
force. In order to efficiently perform all of the work, we must be able to put 
all of these component groups together under one roof, just as you gentlemen 
do with your own administrative personnel. There are no facilities available 
within a range of 70 miles; and, naturally, such a building should be located near 
the geographic center of our project. 

We think you will agree with us that such a building is needed and would be 
the key to the proper operation and maintenance of our project. 

We appreciate the courtesy you gentlemen have extended in allowing us to 
appear. 


GILA PROJECT CANAL DISTRIBUTION 


Mr. Mansrievp. Our district was formed last July for the purpose 
of entering into a repayment contract with the United States cover- 
ing the construtcion cost of our project. I think you are familiar 
with the fact that our district is located in the southwest corner of 
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Arizona, involving a total cost of construction of approximately $42 
million. 

As Mr. McElhaney told you, our district is complete to the extent 
that our main canal system is complete for all practical purposes, and 
what remains to be constructed is primarily the distribution system. 
Even though the distribution system is not in, we have at the present 
time approximately 10,000 acres receiving water through temporary 
ditches that the farmers themselves have constructed. In addition. 
the distribution-system contracts are coming up in an orderly manner. 

At this time it is important that this district as a district bega: 
to function and carry out the contractual duties that the repayment 
contract imposes upon the district. Some of those functions are the 
execution of excess-land and incremental-value contracts with each 
of the landowners. 

Senator Haypen. There is a 160-acre limitation on all of that. 

Mr. Mansrievp. Yes, sir. As our project covers 175,000 acres, we 
have several hundred that all these contracts must be processed 
through. 

In addition, we must set up our assessment. ‘There are other rec- 
ords that must be made for the United States. Those are all admin- 
istrative functions that have to be performed in the district and should 
be under way immediately. 


ADMINISTRATIVE FACILITIES 


In addition, our project and our district proposes to take over the 
operation and maintenance of each of these distribution systems as 


it is completed. In that way we will reduce the ultimate cost of the 
project and to the United States. It will also put the operation and 
maintenance of the district into the hands of the farmers. And in 
order to do that, of course, we have to have an administrative force 
in the office. We will have to have an engineering and field force 
in order to operate those facilities. In order to do all these things 
we have to be able to get our personnel under one roof, so to speak, 
just as you do your own office forces to try to make this thing function. 

Senator Knownanp. Where are they located now; in separate 
buildings ? 

Mr. Mansrieip. No, sir. We have none. This is a relatively new 
project and we are using a very small residence built about 30 years 
ago. Qurs is an undeveloped area and our closest town or building 
available is about 70 miles away. Our project is 40 miles in length 
and we have to have some centralized location in order to run the 
affairs of the project. 

Senator Know ann. Is there a lot of waste time running back and 
forth ? 

Mr. Mansrievp. Yes, sir; and expense too. As Mr. McElhaney 

said, we think this can be accomplished. And being the type of dirt 
farmers—we have to repay all this money—they want nothing but 
the utilitarian building, cement floors, cement blocks, as cheap as we 
can get by in order that we can put the field force and office force 
under one roof and begin the functions of the district. 

Along that line we have recently employed our secretary. He is in 
the process of trying to get his office help lined up, but we are in a 
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position where we don’t have any place for him or his help to sit down 
and work. As I say, there is no other building available. 

Senator Haypen. You have to have trucks and other equipment to 
carry on, to park them around this place. 

Mr. Mansriexp. Yes, sir. It would have a storage yard outside the 
building, an engineering room in the building where our field forces 
could work. Our water records would be kept there. Our bookkeep- 
ing section for the collection of this money from the landowners 
would be in this building. In that way we could get this under one 
roof. 

Senator Haypen. Mr. McElhaney, I have been out to your house. 
Will you tell the Senator from California what you built it of? 

Mr. McExuanery. They were building a new railroad through 
from Yuma to Phoenix and they were burning a lot of redwood rail- 
road ties. I could not get them to give them to me and couldn’t get 
them to sell them to me, but they said, “If they are piled up there 
tomorrow, we will have to burn them.” So we built our house out of 
the railroad ties. 

Senator Haypren. That is California redwood. 

Senator Knowtanp. It will probably last longer than some other 
material. 

Senator Haypen. Thank you, gentlemen. 


SOUTHWESTERN POWER ADMINISTRATION 
CONTINUING FUND 


STATEMENT OF HON. ROBERT S. KERR, A UNITED STATES SENATOR 
FROM THE STATE OF OKLAHOMA 


BUDGET REQUEST FOR POWER PURCHASES 


Senator Haypen. Senator Kerr. 

Senator Kerr. Mr. Chairman, I appreciate this opportunity very 
much. 

I want to read a brief statement that I have on the appropriation 
for the Southwestern Power Administration’s continuing fund, and 
then I would like to briefly summarize a statement that I have with 
reference to an appropriation for the Indian program. 

The budget recommendation for the Southwestern Power Admin- 
istration requested $1,425,000 for the continuing fund. The House 
allowed $231,000. We are asking the Senate to provide the $1,194,- 
000. 

This sum—$1,194,000—would be used to purchase for profitable 
resale, the power generated by two farmer-owned cooperatives : 

Central Electric Power Co-op, in Missouri and Western Electric 
Power Co-op, in Oklahoma, and to rent their transmission facilities, 
and those of Sho-Me Power Corp., a Missouri farmers cooperative. 

The first of the lines (Central) will be ready for use this month. 
Central’s generating plant is scheduled for completion November 1, 
and Western’s plant is due to be placed in operation this December. 

The combined facilities of the three cooperatives represent an in- 
vestment of about $26,000,000. This money was borrowed from the 
Rural Electrification Administration. 
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The appropriation we seek is necessary to permit these co-ops to 
‘arry out their dual programs of serving the REA’s in their respec- 
tive areas and operating on that profitable basis that will insure their 
ability to meet their schedules of repayment of their loans to the 
Government. 
WESTERN ELECTRIC POWER CO-OP 


The Western and Sho-Me projects were started in 1940 and Central 
more recently. As a member of the Senate from Oklahoma, I wish 
to direct my remarks primarily to Western which began in 1940 
to try to get the money with which to build their generating plant. 
Their plans were made and approved. Their application for a loan 
had been received, accepted, and approved, but the requirements of 
World War II for critical materials were such that they were com- 
pelled to postpone the building of their plant. So it was deferred 
for the duration of World War Il. Immediately thereafter, the 
Western Electric Cooperative renewed their effort to secure the loan 
from the REA with which to build their steam-generating plant to 
supply an area which was poverty-stricken for power. 

The purpose of Western is to provide an adequate, dependable sup- 
ply of low-cost electricity for 50,000 farm families in western 
Oklahoma. 

The ability of Western to accomplish its purpose is dependent upon 
an agreement under which it is proposed that the Southwestern Power 
Administration will lease the transmission facilities and purchase the 
powe r to be generated, and will then supply the power requirements of 
the members of the cooperatives. 


RENTAL OF FACILITIES 


The appropriation recommended by the budget for this purpose 
and which we are asking the Senate to provide, includes $265,000 for 
power purchases and $177,000 for the rental of transmission facilities 
from Western during fiscal year 1953. The budget recommended 
$429,000 for power purchases from Central and $248,000 for the rental 
of transmission facilities from Central. It also requested $75,000 for 
the rental of transmission facilities of Sho-Me. 

The testimony before the committee by Douglas G. Wright, South- 
western Power Administration Administrator, is that this expendi- 
ture of $1,194,000 will be returned in full to the Government and in 
addition, bring into the Government an additional $1 to $3 million, 


HOUSE ACTION 


The House refused to allow these requests for the reason that the 
questions as to whether or not REA allotments to cooperatives can 
be used for the construction of generating and transmission facilities 
to be rented in total to the Southwestern Power Administration for 
the purpose of serving its customers, and the question of SPA’s au- 
thority to purchase steam-generated electric power and energy have 
been placed before the courts. 

Right there, Mr. Chairman, I want to say that in my opinion the 
matter was taken to the court not to secure justice but delay, not to 
acquire something but to prevent something, not to seek a remedy for 
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some ill that existed but to win a fight which had been otherwise lost ; 
not to provide something that would be of benefit to the petitioners 
but to inflict a penalty upon others who had harmed no one and whose 
only defense was that as American citizens they were seeking through 
their Government to obtain means to improve their way of life. 

And I think it will react on those who sought it to the extent that 
they are successful, and I think it will react on the Members of this 
Congress who make themselves party to the effort because there is no 
justifies ition or basis of equity or justice for it. 

In order to be able to best fill the needs of its members for electricity, 
1 cooperative needs to be able to meet its peak demands for power. 
When it is able to do this, it will either have idle generating equipment 
in off-peak hours or it must sell its off-peak excess producti 10n. 


POWER CONTRACT 


The contract which Western and the Missouri cooperatives have 
with SPA gives them a market for this excess off-peak power at a fair 
price to them and the Government, and the Government needs the 
product of the cooperatives’ steam generators in order to get a better 
price for some of its hydroelectric power. 

it is a good deal for the cooperatives and it is a good deal for the 
Government. And, Mr. Chairman, it hurts nobody. 

Representatives of the cooperatives who are here with me are pre- 
pared to show to your committee what if the SPA does not get the 
necessary appropriation and cannot fulfill its end of the bargain, the 
cost to the farmers of Missouri and Oklahoma will be $1,725,000 
ennually, 

The lawsuit does not enjoin the Government from going ahead and 
fulfilling its contractual obligations, and there is nobody that has 
any hope that it will result in that. 

The farmers of Oklahoma and Missouri made their arrangements 
ot borrow the necessary money from REA to build the generating 
plants and the transmission lines and their arrangements with SPA 
to buy and sell power in the anticipation that they could rely upon 
the Government to fulfill its obligation. 

The money which the cooper atives have invested in generating and 
transmission facilities has already been appropriated by the Congress 
and the question of whether or not these appropriations should have 
been made is not now before the Congress. ‘The money has been spent, 
or obligated, and today it represents a valuable property well worth 
what it cost. In fact, they could not begin to replace it for the amount 
they obtained it. 

The demand for power has grown so rapidly that since Western 
started the construction of its generating plant at Anadarko, one of 
the private utility companies of Oklahoma has started the construction 
of what will be the greatest steam- -generating plant between the Mis- 
sissippi River and the Roc ‘ky Mountains, just 7 miles away. Both it 
and Western will not be able in the foreseeable future to supply all the 
power that will be needed in that great and rapidly growing area 

Thus, the requested appropriation would profit both the Govern- 
ment and the farm families of my State and would harm no one. 
To deny it, profits no one and would do great harm to these farm 
families. 
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COURT LITIGATION 


Senator Haypen. The House committee report ends up by stating: 


It should be stated most clearly that:the committee does not attempt to 
prejudge or to take a position for or against either the Government or other 
parties involved in the matters which have been submitted to the courts. The 
only purpose in deleting funds at this time is merely to hold the entire matter 
in abeyance until the courts have had an opportunity to give adequate atten- 
tion to the controverted issued. 

If we knew that the case was going to be decided immediately, that 
would be one thing. If it is not, what is your opinion about what will 
happen ? 

Senator Kerr. Our judgment is that the case will not be decided in 
under 2 or 3 years. Whoever loses in the present court will appeal, 
and I never saw a better example of the ancient and accepted principle 
of equitable law that justice delayed is justice denied. It does not make 
any difference to the fellow that is dead that you did not intend to kill 
him, not a bit. He is just as dead as though you had done it pre- 
meditatedly. 

My judgment is that this action was brought with premeditated 
purpose of creating that delay in a perfectly legal manner which could 
never result in victory in court but would result in the death of the 
defendant. 

Senator Haypen. Another factor in this matter has been brought to 
the attention of this committee by private power companies else- 
where outside of this area, and that is that the Federal Govern- 
ment is fully justified where it has built hydroelectric projects in 
entering into arrangements whereby that power can be disposed of or 
whereby it can be firmed up by contracts with those in private indus- 
try who have steam-generating plants, to their mutual advantage. 

But when the Government goes beyond that and goes out and pur- 
chases power not produced by itself or not incidental to firming up 
what it has produced, it enters into a field that was not contemplated 
by the law. 

Senator Kerr. Well, it is not prohibited by the law from doing this, 
and the action which Southwestern Power Administration has taken 
with these rural electric co-ops results in the farm families getting 
more power at less cost, and results in the Government getting more 
money for its hydroelectric power. 

Senator Corpon. The same statement you could make with reference 
to socialization of every activity of the United States. 

Senator Kerr. When I finish my statement I will be delighted to 
address myself to that question. 

And it does the utilities no harm. All that they could succeed 
in doing would be to hurt somebody else without benefit to themselves. 
They grasp that from the hand of another which they cannot use 
and which if they could would result in creeping paralysis to them, 
because I do not care who they are, their future depends upon the 
good will of the people with whom they are doing business, and 
when they set out deliverately to harm another without benefit to 
themselves they create a reaction which widens the differences be- 
tween them and makes it impossible for that relationship which must 
be the basis for their future profitable operation. 
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Senator Haypen. I would like to qualify the statement I made by 
this, that this matter was pointed out to us by a number of private 
utilities who said they did not object if it was clearly defined as to 
exactly what the money was to be used for; that it was necessary and 
obviously in some instances to firm up the hydro power. Clearly 
in that interest that was all right, but that it should not be a broad 
delegation of authority where they go out and buy power from any- 
body and then resell it, power not connected either by direct produc- 
tion by the Government or by firming up Government power. They 
want to limit it to that. 

CONTINUING FUND 


Senator Kerr. Congress last year took out the general authorizing 
continuing fund legislation, substituted for it the language which 
gave the authority for this specific purpose. The appropriation 
sought this year would be for this specific purpose. I believe the dis- 
tinguished Senator from Oregon was one ie said that where the 
facility was a reality and its proper operation depended upon it, 
he would have a different attitude than he would with reference to 
one that had not yet been built. I believe it is something like what 
the distinguished Senator said, and it occurs to me that this is such 
an instance, definitely. 


FURTHER DISCUSSION OF LAWSUIT 


Senator Knowianp. I would like to ask the Senator, is the position 
that you take with this suit that has been filed that it is purely a 


frivilous suit with no basis other than delay ? 

Senator Kerr. My judgment is that its primary purpose was delay 
because if it is not, why could it be used here as the justification to 
secure delay or prevention by Government from carrying out the 
logical sequences to actions already taken. 

Senator Knownanp. I am not an attorney, but I will say to the 
Senator that I think considerable rests upon what the facts actually 
are. Now, I do not know whether there is a real basis for the suit 
that has been filed, but I assume that under our normal constitutional 
procedure, as in the case of the steel seizure, if any American citizen 
or any company feels that an action is being taken which violates 
either their constitutional rights or violates any other thing which 
they feel they are entitled to go to court on, that they are entitled 
to go to the courts of the land. Now, if they are purely doing it as 
an obstruction as the motive, that becomes entirely different. 

Senator Krrr. Let us see if we agree on what the facts are. The 
lawsuit does not comprehend the Western and the Oklahoma. It does 
not attack this act. I do not believe it attacks Central’s operation, 
nor directed to northwestern Missouri. If it is not a delaying tactic 
or if it is not sought to make it one, how can they come here and 
say, “Now, down here in Oklahoma, where the money has been ap- 
propriated and borrowed by REA, and set up on a basis for them to be 
able to meet their commitments, the implementation of this con- 
tract for the sale of all their power is required, but we may win 
this lawsuit up here in northwestern Missouri and if we do, then some 
court might apply the same principle to this case and say that it 
was an identical case,” when I can sit here with a little time, if you 
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want to devote it to it, and show you where there are differences in the 
cases, 

Yet they seek to utilize an action brought in another section to 
paralyze the operation of these projects in western Oklahoma and 
the Central in Missouri and say to the Congress that the probable de- 
cision that may come down from yonder 2 or 3 years from now will 
be sufficient as to persuade you to use hindsight that you should 
not. have made these appropriations, when the amount of power and 
the price of power to 50,000 western Oklahoma farmers depends upon 
the implementation of that contract. 

Now, if that is socialism, my friends, make the most of it. To me it 
is utterly fantastic that the Congress of the United States should be 
asked and in fact demands made that they fix their legislative policy 
with reference to existing projects and problems on the basis 3 what 
some court might do somewhere else next year or the next year. And 
I do not believe that members of this body will be guided by such 
demands. I cannot believe it. 


ACTION ON CONTINUING FUND IN 1952 APPROPRIATION ACT 


Senator Corpon. I have one question, Mr. Chairman. I want to 
get the Senator’s idea, if his memory is the same as mine. I am frank 
be say I will have to go back to the record. Last year, as I recall 

. while this bill was before the Senate, the Senator from Oklahoma 
offered an amendment in the matter involved. ‘The Senator from 
Oregon took the view he was endeavoring to gain the floor on the mat- 
ter and the Chair declared the amendment passed. 


Thereafter, the Senator from Oregon and the Senator from Okla- 
homa discussed the matter. The Senator from Oregon intended to 
offer 2 motion to reconsider the matter. As I now recall it, we re- 
ferred to the Administrator of the Southwestern Power Administra- 
tion to determine from him the amount of money necessary to operate 
those projects in the Oklahoma area where, without any questioning 
in the courts, projects had been completed and were in operation, and 
depended for their operation upon the Government having funds 
with which to make immediate payment for power, the major por- 
tion of which would be in the nature of an exchange. 

The figure that was finally adopted and put in the bill was a com- 
promise figure to the extent that it was less than one figure submitted 
by the Administrator. What is the Senator’s memory about that 
matter ? 

Senator Kerr. My memory about it is that when the Senate acted 
and accepted the action of the committee, which repealed the con- 
tinuing fund authorization which I had in 1949 authored and which 
the Senate had put in, that I then, joined by the distinguished junior 
Senator from Nebraska, Senator Wherry, offered an amendment 
which, as I understood it, met the objections of many of the Senators 
who had voted to kill the previous language, and provided specific 
appropriation for the Southwestern Admiuiustration s specie vpera- 
tion for the coming period, whatever it was, and I do not remember 
whether it was 1 or 2 years. 

As I recall, the amendment as offered by Senator Wherry and my- 
self called for $500,000. It was thus so accepted and then the distin- 
guished Senator from Oregon came over and told me he was going 
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to file a motion to reconsider unless the amount could be reduced to 
what he, after his careful study, had decided would be adequate, then 
he went to the Administrator of the Southwestern Power Adminis- 
tration and discussed it with him. I was advised that a different 
amount, and I am not sure but what it was the amount you suggested, 
Senator, but a different amount would take care of the requirements, 
whereupon as I remember, I asked for and obtained unanimous con- 
sent that the amount be rduced to that figure. 

Senator Corpvon. And at which time I advised that I would not 
file a motion for reconsideration. 

Senator Kerr. That is right. 

As I remember it, I was advised at the time that there would not be 
power purchased to any great extent and therefore that the suggested 
amount would be adequate. 

Senator Corpon. Now, do we have in the record now, Mr. Chair- 
man, an explanation of the reason for further funds this year if they 
now ask for further funds? I am sorry I did not hear all the testi- 
mony. I should know, but I could not attend all these hearings. 

Senator Haypen. This is the record of power purchases and rentals. 

Senator Kerr. As I understand it, the Administrator has made the 
record and I believe the budget recommendation is on the basis of 
specific amount for specific purposes, the rental of the transmission 
facilities on the one hand and the purchase of power on the other, and 
that under the language sought, when the power is sold by the Admin- 
istrator, the proceeds from it will come directly to the Treasury, with 
the result that there will be from two to four times as much money 
come back into the Treasury as is asked for in this appropriation for 
those specific purposes. 

Senator KNow.anp. It does not go into the revolving fund ? 

Senator Kerr. It does not become a revolving fund proposition. 
It is a direct appropriation to be spent for a direct and specific purpose 
as authorized by the Congress, and rather than a revolving fund be- 
ing ¢reated into which the proceeds of the sale of power would be paid, 
those proceeds are paid directly into the Treasury of the United 
States where it either remains or is subject to further specific appro- 
priation by the Congress. 


BUREAU OF INDIAN AFFAIRS 
PLACEMENT, RELOCATION, AND TRAINING 


Senator Kerr. Now, Mr. Chairman, the other matter about which 
I want to make a statement is the program of placement, relocation, 
and training for our Indian people. 

It has been requested by the Department and the Budget Bureau. 
To my way of thinking, it is a program calculated to do that which 
many men in the Congress and most of our Indian people desire, and 
that is to give them the opportunity to become integrated into the rank 
and file of our citizenship, to cease being the symbol of the difference 
between groups of American citizens. 

I have made a statement of some eight pages which I would like 
to have inserted in the record at the appropriate place. 

Senator Haypen. That will be done. 

98400—52——-82 
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(The statement referred to follows :) 


STATEMENT OF SENATOR Rosert 8S. Kerr 


I appreciate the opportunity of appearing before this committee in support of 
part of the budget that has been proposed by the President for the Bureau of 
Indian Affairs this year. 

For a long time I have held the view that our Indian population that have not 
vet assimilated themselves into the community and industrial life of our country, 
should be afforded a practical opportunity to do so, rather than continue to main- 
tain them in a reservation status which, in itself, offers no solution to an ever- 
increasing Indian problem and a continuing economic strain on our Government. 

For this reason, I am pleased to appear before this committee because I am 
particularly interested in a relatively new phase of the Bureau’s program for 
assisting these Indians under a so-called placement, relocation, and training 
program. In my opinion, this is a realistic approach to accomplishing the neces- 
sary and desirable integration of our Indian peoples as self-sustaining and pro- 
ductive citizens throughout the fabric of our social and economic life. 

It is also my opinion, if we are ever going to do anything affirmative about this 
particular problem, that now is the logical time to do it. Employment oppor- 
tunities are good, and the country has need of additional trained and skilled 
workers. Of course, some people might say there are plenty of jobs‘available, so 
why not let the Indians go out and take the available jobs. Anyone who is 
acquainted with the situation knows that it is not that simple. Unfortunately, 
the relocation of a group of people with the cultural traditions and history of 
the Indians for whom this program is designed, requires a lot more than just 
telling them where jobs are available. 

This program of placement, relocation, and vocational training is essential if 
we really want to give Indians and their families an opportunity to live among us 
and be a part of us and compete with us on a fair and equitable basis. Many 
Indians who want to leave the reservation hesitate to do so because they have 
large families and cannot earn enough to support their families off the reserva- 
tion by unskilled labor. Other Indians who also want to leave the reservation 
have trouble finding steady jobs, even in these times, because they have no skills 
or work experience to offer. These people are helplessly anchored to a situation 
they don’t like, but are unable to do much about it without assistance. I am 
convineed, therefore, that if we want to lay a firm foundation for integrating and 
assimilating Indians with their fellow Americans throughout the country on an 
equal basis, we must provide vocational training for them in surroundings and 
under circumstances which I believe the Bureau’s program represents. 

It is my opinion that for the past 100 years, the Federal Government has spent 
too much time thinking in terms of developing the physical resources on Indian 
reservations and in making farmers out of all Indians. Now Indians are not 
unlike other peoples. Some prefer to be farmers, but many do not, and regard- 
less of how good a farm or other agricultural resource is placed at their disposal, 
they would not be interested in following agricultural pursuits. Moreover, it 
is not even possible to provide all Indians who want to farm with adequate 
farm resources, to say nothing of the large part of the population that does 
not want to follow agriculture as a means of a livelihood. 

TI am quite aware that thousands of Indians have, through their own efforts, 
moved away from reservations and settled in non-Indian communities, and have 
competed successfully with their white neighbors. My own State of Oklahoma, 
where persons of Indian ancestry are among our greatest leaders, is an out- 
standing example of the heights to which Indians can and should aspire. But 
even in Oklahoma, and to a far greater extent in other parts of the country, 
there are many Indians who have not participated in the progress of some of 
their fellows, and they need a great deal of encouragement and assistance to 
realize the potentialities which are within them. Many of them need not only 
transportation to the place of relocation, but they also need clothing and some 
financial assistance to tide them over until the first pay check comes in. Further- 
more, they need understanding guidance by trained people in those areas in which 
they relocate if we expect them to stay there and take their proper place in 
the community. 

And now, I should like to present some special considerations in further support 
of this requested appropriation. 

It is estimated that approximately 20,000 Indian men and women would 
qualify for participation in the proposed program. There are some 10,000 men 
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in the younger-age group, and 4,000 in the group between 30 and 40 years of 
age who are in need of vocational training. There are approximately 4,000 
women who are in need of this training, as well as a number of Indians from 
18 to 21 years of age, and some who are over 45 years of age. There are also 
large numbers of natives in Alaska who are desperately in need of this proposed 
program if that vital Territory is to become a contributing part of our economic 
life, and a strong bulwark in our national defense. These figures are in them- 
selves disturbing, yet they are based upon the 1940 census—and the Indian 
population is increasing yearly. 

I think the need for training the younger Indians is self-evident, and I want to 
deal briefly with the proposed program as it relates to vocational training for 
adult Indians. This is of great interest to me. Most of these Indians have 
not had an opportunity to acquire the training in earning a livelihood, which 
is essential if they are to enjoy a standard of living which most of us consider 
should be available to every American who is willing to work. After several 
generations of dependence on the Government for their welfare, too many 
Indians have not had the advantage of a grade-school education. Most of their 
work, if any, is seasonal. I don’t want this situation to continue. It is unfair. 
These people do not have the contact with industrial society which most of us 
have; there isn’t the opportunity to get training or experience on the reservation, 
and they don’t have the money to go off and get training by themselves. They 
must have help. 

Another feature of this program which appeals to me is that it is not self- 
perpetuating. The proposed vocational training program would provide indi- 
vidual training for not more than 1 year. Actual training courses will vary in 
length from several months to a year, and will be limited at the outset, because 
of the large number of Indians who need training, to courses that can be com- 
pleted within a year or less and which offer good opportunities for employment 
immediately upon completeion. The estimated total cost, including tuition, 
necessary tools and equipment, and subsistence for 1 year of training, including 
transportation to the place of training, will be a maximum of $2,050 for an 
unattached man or woman, and $3,200 for a family. This, I submit, is a reason- 
able investment in a citizen to whom I believe most of us feel our country is 
especially obligated. 

I believe the Bureau of Indian Affairs has wisely proposed to provide voca- 
tional training, not in special schools for Indians but by contracting with estab- 
lished and recognized vocational schools throughout the country where Indian 
men and women will get their training side by side with non-Indians, learning 
not only how to work but also how to live with non-Indians in a non-Indian 
community. I understand that most of the schools which will be selected will be 
in those areas where opportunities for relocation are the greatest. 

We have a fine example of what can be done in this connection in my own State 
of Oklahoma, and I know the same thing can be done in many other vocational 
schools in other States which would be happy to participate in a training program 
for Indians. The Okmulgee School of Technical Training, a branch of Oklahoma 
A. and M. College, is one of the finest institutions for vocational training in the 
country. The Indian veterans under the GI training program have proved that 
when they have a chance to learn they take advantage of it. Over a thousand 
Indians have attended the the school since it opened in 1946. For example, they 
have graduated in the schools of agriculture, art, leather, auto mechanics, bakery, 
body and fender, boot making, cabinet making, Diesel, drafting, dry cleaning, 
electrical maintenance, jewelry, plumbing, printing, radio, refrigeration, shoe 
rebuilding and upholstery. These are the kinds of skills which will be made 
available under this proposed program. 

I should also like to point out that, as students, they were encouraged to 
participate in all school activities rather than keep to themselves, and most of 
them are earning a good living today—a valuable asset to our Nation. 

It is my understanding that the vocational-training program would probably 
increase somewhat after the first year as awareness of the program and its 
benefits become widespread. The program would, perhaps, remain constant for 
a few years, and then it would decrease until it could eventually be terminated. 
It is, in fact, anticipated that the program would begin to decrease after 5 years, 
and might be terminated entirely within 10 years. Therefore, from a point of 
economy, I believe this program is essential. Otherwise, we shall go on year 
after year, spending more millions on the “Indian problem” without real progress 
toward or much hope of really solving it. 

One basic principle which I believe is important in this program is that reloca- 
tion will be on a purely voluntary basis. That is the only possible way under our 
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American system. I am a little ashamed to remember that many of these same 
people’s ancestors were relocated once by the United States Government, and 
many of them were relocated against their will to areas which at that time were 
seemingly unfit for human habitation. We have paid, and will continue to pay, 
for this action unless we find a way to relocate these descendants and fit them 
into our way of life on a self-respecting and productive basis. As I see it, this 
proposed program is a different pattern of relocation in which Indians will par- 
ticipate of their own free will as they learn from personal experience and become 
convineed that it is desirable on the basis of the obvious benefits to be derived by 
them and by their children. 

It is my understanding that a very small start was made on this program last 
vear when the Congress allowed approximately a half million dollars for the 
relocation program. However, in the light of the enormous job to be done, this 
was a mere start, and I am happy to see that the committee now has before it a 
comprehensive program of placement, relocation, and training which calls for the 
expenditure of over $8,000,000. 

In conclusion, it is my opinion that it would be mistake to embark on such a 
program without adequate means to assure its success. Moreover, as I have 
stated before, I think it is a sound investment which will pay dividends in the 
form of equipped, self-sustaining, and productive citizens, as well as result in 
reductions in appropriations we now make from year to year for these very peo- 
ple’s welfare. In short, I consider this program a forward step in taking the 
Federal Government out of the Indian business. 


Senator Kerr. Now, with reference to this Southwestern Power 
Administration, we have these that I would very greatly appreciate 
the committee hearing Congressman Stigler, from ‘Oklahoma, one of 
our great Congressmen. Due to certain matters beyond his control, he 
has decided he will not be available to stand for reelection. 

Senator Haypen. It should make him a very impartial witness. 

Senator Kerr. It not only makes him an objective witness, Mr. 
Chairman, but he appears here before you on a matter that he has a 
great and sincere hope may be successfully handled during this last 
period of his service here. 

Following him, Mr. Lloyd Evans, trustee of KAMO Co-op; Mr. 
Doyle Pope, president, Oklahoma Statewide Co-op Association; Mr. 
I.. R. Berrow, manager. Farmer’s Western Electric Co-op; and Mr. 
Ernest Wood, of the Missouri Co-ops. 


STATEMENT OF HON. WILLIAM G. STIGLER, A UNITED STATES REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Sricurr. I would like to give my time to three witnesses I have 
here from Oklahoma. 

Senator Haypen. You can call on them as you want them. 

Mr. Sriagter. Mr. Chairman, it is my pleasure to present Mr. Floyd 
B. Maytubby, from Oklahoma. He is a member of the Chickasaw 
Nation of the Indians and would like to address himself to the appro- 
priation for the Indian service. 


STATEMENT OF FLOYD B. MAYTUBBY, OKLAHOMA CITY, OKLA. 


INDIAN PLACEMENT, GUIDANCE, AND VOCATIONAL PROGRAM 


Mr. Mayrusrsy. Mr. Chairman and members of the committee, we 
came up from Oklahoma today to testify before this committee in 
regard to the Interior appropriation bill for the Indians all over the 
United States, not in Oklahoma alone. 
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We have about one-third of the Indian population in Oklahoma. 
In this appropriation bill there has been a requested appropriation for 

a placement and guidance program, and vocational training. All 
Na life I have heard of the Indian problem. Being an Indian myself, 
I have always heard that discussed. There should not have been an 
Indian problem in Oklahoma or any of the other States of the United 
States if the appropriations had been large enough to give the young 
Indian boy and girl the proper education so that he could have some 
vocation and be able to earn his own liv ing. 

I heard one of our distinguished witnesses from Oklahoma say the 
other day that what we should do all over the United States is to 
change the Indian from a dependent to an independent citizen. I have 
worked very closely with the Indians in Oklahoma because I am a 
Chickasaw Indian, and my office is in one of the larger buildings there 
in Oklahoma City, and naturally they come to me for all kinds of 
problems. I think the most important part of this field in this request 
for appropriation is in placement and guidance officers. We have had 
many Indian boys and girls in Oklahoma that have been well educated. 
Then, when it comes time for that Indian to go out and seek employ- 
ment, he makes applications, walks the streets, and is unable to get the 
job because he does not have the proper prestige or a sponsor for that 
job. ‘They come to my office and I know that the boy or girl is well 
qualified to hold many positions, but because of their family back- 
ground, families might live in the country and not be acquainted with 
any person or corporation in Oklahoma City, when it comes time to 
employ a boy or girl, someone else is selected. It is just an Indian boy 
that has made an application for a job, so he does not get the job. 

But I have found that if I pick up the telephone and call the head 
of some corporation there in Oklahoma City and tell him that [ 
would like to recommend an Indian boy who I feel would be qualified 
to hold that position, and would like to have him give him an oppor- 
tunity, and put him on a temporary job, if nothing else, to try him 
out to see if he could fulfill that position, I have been able to get a 
lot of boys and girls jobs in that manner, hundreds of boys and 
girls. 

This placement program and guidance would do exactly the same 
job. I am unable to contact ever y Indian boy and girl in “Oklahoma 
that has a good education, that is qualified to do a job, but if we 
had these placement officers that would assist in doing that job, I 
believe that in a few years we would have no Indian problem, espe- 
cially in Oklahoma. 

It takes money to do that. I do not feel as though we have ever 
had enough money. These appropriations will really do the job. 
We could set up those proper organizations and see to it that these 
boys and girls had an opportunity to take some kind of vocational 
training. 

I know that we have one school in Oklahoma that gives a certain 
amount of training and vocational education, and they go out from 
that school into jobs that pay them $2, $3, and sometimes as much 
as $4 an hour, such as plumbing jobs, and electrical jobs, and things 
of that kind that pay good money. 

Now, it is not necessary for an Indian boy and girl to have a college 
education to enter one of these vocational-training schools. Men who 
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are 40 or 50 years old can go to one of these schools and learn some 
vocational training. 

We have that problem in Oklahoma, boys and girls walking the 
streets that are well qualified to hold good positions, and because 
they do not have a sponsor, and because they do not have anyone 
to build what we might call prestige for that boy or girl, they do 
not secure employment. I have several of them that have come to 
my office that have been doing manual labor that have been trained 
as auditors, bookkeepers, stenographers, and could hold a job of that 
kind. But the only job that they are able to get is some common- 
labor job, paying them perhaps 75 cents, 80 cents an hour. People 
with families are unable to support families, and then we have the 
welfare problem, the children. 

I would like to see at least enough money appropriated to set up 
those particular training and vocational programs, and set up these 
placement and guidance officers, so that we can help our Indian boys 
and girls and men in Oklahoma. 

Senator Haypren. My recollection is, and I will have it verified 
by the clerks, that in the budget estimate there was a provision for 
some such idea as expressed but it was not allowed by the House. 

Mr. Mayrussy. That is right. 

Senator Haypen. What you are asking for is restoration of the 
budget recommendation. 

Mr. Maytuspy. Yes, sir. 

Senator Haypen. Thank you. 

Mr. Srieter. Our next witness, Mr. Chairman, is Judge Earl 


Welsh. 


STATEMENT OF EARL WELSH, FORMERLY CHIEF JUSTICE, 
SUPREME COURT OF OKLAHOMA 


HOUSE CUT OF INDIAN PLACEMENT AND VOCATIONAL BUDGET 


Senator Haypnren. There was a placement service estimate of 
$8,529,000, and the House allowed only $579,000. 

Mr. Sriciter. Judge Welsh is also from Oklahoma. He is a mem- 
ber of our Supreme Court, an enrolled member of the Chickasaw Tribe 
of Indians and formerly Chief Justice of our Supreme Court. 

Judge Wetsu. Mr. Chairman and members of the committee, ] 
have been in the State judicial service for 25 years. Before that 
time.I was engaged in the practice of law. I have always lived and 
was born in that part of Oklahoma which has the heaviest Indian 
population. I have observed the Indian in public and private life. 
I am one-sixteenth Chickasaw myself. I have seen them in the homes 
and hills, along the streams and on the highways. We have a situation 
there that savors of backwardness, so to speak, that has been allowed 
to grow up among these people who for all the years were wards of 
the Government, which very seriously needs this attention. 

I think the No. 1 need is placement among the Indian youth, and 
among the Indian youth extends up to at least 50 years, placement 
preceded by vocational training. We ought to bring these people up 
to date or up to the present competitive standard in farming as to 
those who want to farm, and the crafts as to those who prefer that 
vocation. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1301 


Now, the Indian has always been a handcrafter from time imine- 
morial. They made everything they have. They learn the craft 
readily and they make splendid hands. 

I do not know why this was left out by the other branch of the 
Congress. Perhaps it was a lack of time to fully study the real needs 
of the proposition. But there are available places for vocational 
training, they could be brought up to date on the farming methods. 
They could be taught these crafts and become self- sustaining and out- 
standing good citizens and taxpayers. It is really a definite and a 
serious need and one that we feel the Government is under definite 
obligation to inaugurate and to carry forward to a conclusion. 

This is the first time that a budget appropriation has really ap- 
proached the actual needs of those people. We hope sincerely that 
all consideration can be given to it. We are interested, of course, 
in the problem all over the United States, but naturally we are more 
deeply interested in that part with which we live from day to day and 
which we know from personal observation exists, and we are ‘thor- 
oughly convinced that this is the all-time and permanent answer to 
that proposition. 

Senator Knowianp. Mr. Chairman, I think both of these witnesses 
have made some very constructive suggestions to the committee. It 
strikes me that there is a little practical point 4, so to speak, that we 
might be doing among the Indians of the Nation, because I do not 
think our record for the years that they have been Indian wards of 
the Federal Government is good when we have not been able to do 
the integrating job into our life, which I think all of us would like 
to see done. 

This seems to me to be the most constructive approach or at least 
certainly one of the most constructive approaches to this problem. 

Judge Weisu. Thank you. I would like to make this further brief 
observation. We have had statehood in Oklahoma nearly 50 years. 
Prior to that time our Indian people got along well as farmers. “They 
had no superior on that. They had : ample land, grassland, farm land. 
When one farm wore out, so to speak, they would move across the 
fence and across the creek and farm that land. On that type of farm- 
ing they were successful. Some of them built up nice estates as 
farmers and ranchers; but coming down through the years they have 
not been kept up to date with advanced farming methods where you 
must preserve your land and farm it in the modern way. The result 
is that they have gotten to the point where some of them are destitute. 

The State has ways to take care of the help, but the State has no 
general vocational training available to these people. I think that, 
sir, is the No. 1 need and the No. 1 over-all answer to the problem. 

Senator Haypen. You have in Oklahoma Indians who have been 
more or less associated with white people for a long time; there has 
been a good deal of intermingling. Our problem in Arizona is that 
there is a very large number “of Indians on a very large reservation 
entirely segregated from the rest of the world where there are some 
15,000 Indian children who cannot speak English. There were 6,000 
Navajos that entered the service, those young men that could get in, 
provided they could speak enough English to get in the Army. They 

came back home, and after having seen the world there is great dis- 
content among them. They say, “We know our reservation is over- 
crowded. We have not enough resources for our people on it and we 
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want a chance to get out in the world and become American citizens.” 

That is the primary purpose, I think, to help all Indians to do that 
job. 

Judge Wetsu. It should apply Nation-wide. 

Representative Stricter. The last witness is Mr. Keith Covell of 
Oklahoma. He is director of the Oklahoma Technical Training 
School. Mr. Covell heading this school has doubtless the very prob- 
lem we are talking about now. For that reason we asked him to come 
and testify before your committee. 


STATEMENT OF KEITH COVELL, DIRECTOR, OKLAHOMA 
TECHNICAL TRAINING SCHOOL 


INDIAN VOCATIONAL TRAINING 


Mr. Covert. Mr. Chairman and members: I am extremely grateful 
for this opportunity of presenting the program I have worked in for 
many years. My philosophy of education is to train people to do 
something. I have been in vocational work since the enactment of the 
Smith- Hughes Act of 1917. I have pleaded for vocational education 
for years in Oklahoma and had an opportunity a few years back since 
World War II to really set up the type of an educational program that 
I think very nearly fits our needs and the Nation. 

Our idea of education is to teach people to make a living in the crafts 
and trades. In 1946 when the Army hospital was ‘disbanded at 
Okmulgee, Okla., with 160 acres of land and 90 buildings, conerete and 
brick, the president of the A. & M. College took it over and sent me 
over there to set up a school to meet the needs of agriculture, industry 
and commerce and pay no attention to the other academic people. 
Our idea of education there is to train people to move from dependency 
to independency. It is a very unorthodox school. I will give you 
some of the background of it. 

We have had GI’s there from 33 of the States; 2 foreign countries. 
So it is a national school. To set that up we do not give any grades 
or any credits in that school whatsoever. In other words, a boy 0 or girl 
who comes to that school, he goes to learn a trade. It is a 2-year 
school term. 

Senator KNow.Lanp. What is the size of your student body ? 

Mr. Covet. It is around 800 to 900 now. We have had 8,000 GI’s 
that have gone through there. Over 1,300 have graduated in a trade. 
It runs continuously 12 months in the year. The only entrance re- 
quirements of that school are anyone who can benefit and profit by 
instruction may attend. 

Senator KNownanp. How many Indians have you had ? 

Mr. Coveti. We have had over 1,300 Indians. 

Senator Knownanp. How.many do you have now? 

Mr. Covetn. This is the summer quarter. I imagine we have around 
110to 112. It runs about 10 to 15 percent who are Indians. 

To set that school up and to get instructors we were very unorthodox. 
We could not see just taking in anyone but craftsmen. We have 35 
different trades. To get instructors we got craftsmen. In other 
words, we went out and selected high-type craftsmen, because the only 
person who can teach auto mechanics is a mechanic. The only person 
who can teach boot or saddle making is one in that craft. 
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We can train a craftsman to become a teacher if he is a real 
craftsman and a real artisan. Anyone can benefit. We never 
thought anything about segregation or think whether the Indians 


would come. When it was set up for a GI school, we had many 
Indians that came. 


INDIANS NATURAL ABILITIES DEVELOPED 


This has been my observation over years of working in education 
with the youth and Indians and our Oklahoma youth, Let us take 
it this way: Fact finding, fact facing, and fact ‘using—here we are 
using the facts. It is not an experiment. It is a reality. Gar au 
period of a little over 5 or 6 years we have discovered by experience 
that the Indian has artistic proelivities. He does have those to a 
high degree. The Indian also has mechanical aptitude and ability. 

In this school they live on the campus. We took the long barracks 
and we made those into efficiency apartments. We have 35 trades 
there and the philosophy of it is “We learn to do by doing.” The 
only real true vehicle to carry over education or training is production. 
There is no pseudo-hypothetical work on tht campus. Sur bakery 
bakes for the school and bakes for the parent institution 100 miles 
away. ‘The show must go on. 

We inculcate the habits of industry into those boys just exactly 
the same as a replica of industry. In our cleaning and dyeing plant, 
in our commercial art—we do all the sign painting. ‘We do not 
have any painters in town. They do that there. They take care 
of all the plumbing. The plumbers will be out all over. We learn 
to do by doing. We do not give credit. We do not give any high- 
school credit because if we did, then the board of higher education 
and the academicians would tell us what to teach. 

Who is the governing body? We have advisory committees. Let 
me say when the Indians come in this school, they are an integral 
part of the school. They live side by side with the white folks. “We 
have over a thousand children on the campus, whites and Indians. 
They eat together, play together, and work together. There is no 
differentiation at all. We do not see any differentiation. When they 
come in there, they are working on live work. ‘They have their own 
clubs. They go out into the auto mechanic field. They go into 
leather work. They go into the commercial art department. They 
go into the ceramics “depar tment. They go into the Diesel department, 
carpentry, and cabinet making. ‘They are integrated right in there 
with the other students. 

These advisory committees of industry write the curricula. Here 
is an advantage in placement. We have our own placement set-up on 
the campus. We have our own vocational-guidance program on the 
campus. ‘Those boys come in there. Those industrial men come in 
there. There is not a week that goes by that some of our advisory 
committee members are not in here. When the advisory committee 
from industry is advistng and writing the curricula and recommend- 
ing the instructors, they ‘observe those boys and there is no difference 
bet ween the Indian and the other. They know exactly what those boys 
are going to get, the type of training they get, becanse they wrote the 
curricula. They are inspecting and checking and surveying con- 
stantly on that course of study . 
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We found that the Indian, when he does come in there, is a little 
bit slower than the other boy in getting started. But when he does 
get in there, he is excelling. We ‘have had over 150 that have grad- 
uated and we find no trouble whatsoever. The ver y fact they come 
into that school there and are integrated right in “with the rest of 
them does not make any difference whatsoever in regard to those 
boys there. 


PLACEMENT OF INDIAN STUDENTS 


Senator Haypen. What do you do about placing them? 

Mr. Covert. They are usually placed nies they graduate. We 
have one awful time keeping them there long enough to finish up. 
Why? Because there is a demand there for ¢ aftsmen.. There is defi- 
nitely a demand. 

I can give you a brochure. I can give you the courses they have 
taken. How many have graduated is shown. The number of Indian 
graduates is as follows: Seven in agriculture. I can go on down the 
list here. I find two places where they have not graduated ; one is 
television, which takes a background with technic al tr aining. Why 
they do not go into cooking I do not know, but those are the only two 

They have graduated in “art leather, bookmaking, carpentry, Diesel, 
drafting, dry “cleaning, electric maintenance, jewelry, laundry, print- 
ing, refrigeration, and so forth. 

Senator Haypen. We had quite a large number of Civilian Conser- 

vation Corps camps in operation before. One of them had a director 
who had an automobile. He made everyone in the company take it 
apart and put it together again. 

Senator KNow.anp. Did it still run afterward ? 

Senator Haypen. The point was they knew about the interior of that 
old machine and what the interior of an automobile looked like. He 
trained them to drive trucks. He had a standing order from a truck 
company that operated in California through Arizona that whenever 
he told them that he had developed a good truck driver, the man 
had a job. It was a standing order. They had no trouble at all if 
they had the proper background and training. 

You speak of cooks. I know the women out there who went out 
to the Civilian Conservation Corps camp at the Petrified Forest 
National Monument. There were some young men there that were 
doing the cooking for the camp. They were bragging about how good 
they were but that they did not know anything about pastry cooking. 
The women taught them. They got excellent jobs as cooks. So you 
can get things done. If aman has it, he can get a job. 

Mr. Covey. If we are going to save our Nation and the youth, 
we must do something for them. For instance, in Oklahoma we 
have over 600,000 employees, people that we have a classification on; 
6.7 percent of the employed people are professional people. I am 
not against higher education; I am merely for the other. That 
means that we have 17 schools of higher learning in that one State 
to turn out folks to funnel into 6.7 percent ¢ of opportunity for 
emplowment. 

If you will check these courses, you will find these courses lend 
themselves to going out and starting their own little business, which 
they are doing, making them independent instead of dependent. That 
is one of the things we are inculcating into the minds of the youth. 
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Don’t go out and work for somebody else, but start your own little 
business. Those are the things that we are emphasizing there. 

We have on the campus there room for 1,500 to 2,000 more students 
that we can take and put into training. One of the things that is 
rather unorthodox is the fact that every one of our trade courses— 
a boy walks in. He is not handed a book. He does not have to write 
a thesis. He goes up and sees the progress chart. If he has had a 
background of experience, he has worked in an automobile shop or 
Diesel shop or some place else. There are all the operations put up 
there on that progress chart. That boy can advance just as fast as 
he wants to advance. He performs those operations and gets checked 
on them. He knows his progress. He does not have to wait until the 
end of the semester to take an examination. He knows his progress. 

I feel that we must lick this problem. Take our 1,300 graduates 
and you take the amount of money that they are making today. 
Then you see that they are paying back into the Government in taxes 
a good sum. They will amortize their investment and I do not ask 
our State legislature and I am not asking you, Senator, for any 
money. I have not mentioned money. I do ‘hot know how much it is. 
We have got to invest money in youth. There are only three things 
in industry—raw materials, machines, and men. 

Senator Haypen. Who bears the expense of the school? You say 
there are vacancies ? 

Mr. Coven. The GI has taken care of that. 

Senator Haypen. That is about over, however. 

Senator KNow.anp. You are going to have a lot of Korean veterans 
coming back. 

TUITION COSTS 


Senator Haypen. I would like to get back to the Indian problem. 
Here is a Navajo ora Hopi. He just does not have any money to go 
to school. If the Federal Government would provide him with some, 
how much would it take per pupil to maintain one in your school? 

Mr. Covetn. Our tuition is $250 a semester. We have three 16-week 
semesters or terms. That is $750 a year, and from $60 to $65 a month 
we will keep that boy in there. 

Senator Haypen. If there is an Indian boy in Arizona who wanted 
to go to that school and the Government provided that much money, 
you would take care of him for a‘year? 

Mr. Coveuu. Yes, sir. 

Senator Haypen. Thank you very much, sir, for your presentation. 

The next witness is Mr. Frank Wilkes. 


SOUTHWESTERN POWER ADMINISTRATION 
ConTINUING FuNpD 


STATEMENT OF FRANK T. WILKES, PRESIDENT, SOUTHWESTERN 
GAS & ELECTRIC CO., ACCOMPANIED BY R. L. ARNOLD, ATTORNEY 


WHEELING CHARGES ON TRANSMISSION LINES 


Mr. Wivxes. I am president of the Southwestern Gas & Electric 
Co. I live in Shreveport, La. I am making this appearance today 
primarily for my own company but also as chairman of the executive 
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group of 12 companies who operate in Missouri, Louisiana, Arkansas, 
and part of Texas. 

Senator Haypen. I notice you have a prepared statement which 
may be included in the record. 

(The statement referred to follows :) 


STATEMENT BY Mr. FRANK M. WILKES 


On February 8 this year, by the courteous permission of the Subcommittee on 
Department of the Interior Appropriations, Committee on Appropriations, House 
of Representatives, we appeared before that body to discuss certain features in 
connection with the budget request for Southwestern Power Administration for 
fiscal 1953. In this hearing witnesses for the electric-utility companies dis- 
eussed various items of construction in the State of Missouri, their present condi- 
tion as to completion and necessity for same, 

In addition to these matters, we also discussed with the subcommittee the 
budget request in the amount of $1,425,000, as an appropriation from the “con- 
tinuing fund” for the purpose of paying “wheeling charges” over the lines of the 
Oklahoma companies, and of one supercooperative (M. & A. Electric Power 
Cooperative, located in southeastern Missouri and northeastern Arkansas), and 
for the purchase of electric energy from steam plants belonging to three other 
supercooperatives, and for the lease-installment purchase of some 2,000 miles of 
transmission lines from them. 

We pointed out to the subcommittee of the House of Representatives the fact 
that there are now pending two lawsuits challenging the right of the Department 
of the Interior and the supercooperatives, sometimes called G. & T. cooperatives, 
to enter into contracts whereby funds would be obtained from the Rural Elec- 
trification Administration in Washington for the construction of steam generating 
plants and hundreds of miles of transmission lines. After such construction, 
these contracts provide that the entire output of the generating plants thus 
deviously built by the supercooperatives would be sold to the Department of the 
Interior for a period of 40 years. 

Likewise, the transmission lines so constructed by the supercooperatives would 
he leased in their entirety to the Department of the Interior for a period of 40 
years at a price high enough to retire the entire investment over the 40-year 
period, including interest on the investment. These contracts also carry the 
right on the part of the Department of the Interior to acquire ownership of the 
transmission lines at any time during the 40-year period by paying the unam- 
ortized balance then existing on them. Ultimately, at the end of the 40-year 
period, the Department of the Interior can obtain ownership by the payment of 
$10 to the cooperative. Thus, these contracts really provide for the installment 
purchase by the Department of the Interior of transmission lines and the 
exclusive use by the Department of the Interior of steam plants heretofore denied 
it by the Congress. 

These two lawsuits are as follows: 

1. Civil action No. 4276-50, filed by 10 electric-utility companies in Missouri as 
plaintiffs in the United States District Court of the District of Columbia, in 
which action the defendants are Secretary of the Interior, Secretary of the 
Treasury, Secretary of Agriculture, the Administrator of Rural Electrification 
Administration, and the Administrator of Southwestern Power Administration. 
Tn this action, the plaintiffs seek a permanent injunction against the consumma- 
tion of the contracts between the Southwestern Power Administration and the 
various supercooperatives, which propose to build widespread transmission facili- 
ties and steam plants in the State of Missouri, which, in turn, will be acquired 
by Southwestern Power Administration through the contracts above described. 

In this action, the Government has filed two motions: the first being a motion 
to dismiss, because of alleged lack of standing to sue by the companies. This 
motion has been overruled by order of the court. 

The second motion was a motion for summary judgment, which, likewise, has 
been overruled by proper order of the court after the filing of exhaustive briefs 
by all parties and extensive oral arguments. In the order overruling the mo- 
tion for summary judgment, the district judge stated that he had reexamined, 
had found valid, and, therefore, had reaffirmed the right of plaintiff utility com- 
panies to bring the suit, and found in such order that the companies had a 
lawful standing to sue sufficient to enable them to question the illegal acts of 
defendants. 
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The plaintiffs have filed a motion in this case requesting an immediate setting 
for trial on its merits, and the present intention is that the case will be tried 
between now and summer recess. 

2. The second case is now pending in the Supreme Court of Arkansas and is 
styled “Arkansas Public Service Commission and Arkansas Electric Cooperative 
Corp. v. Arkansas Missouri Power Co., Arkansas Power & Light Co., Oklahoma 
Gas & Electric Co., and Southwestern Gas & Electric Co.,” being No. 9847 upon 
the docket of said court. The record in this appeal was filed with the clerk 
of the Supreme Court of Arkansas on March 28, 1952, and in the ordinary 
course of events, unless additional time is requested and granted by the parties, 
the appeal would be determined by the court probably by early October 1952. 

This case originated in the Arkansas Public Service Commission upon the 
application on the part of Arkansas Electric Cooperative Corp., a supercoopera- 
tive, for a certificate of public convenience and necessity, required not only under 
the Arkansas regulatory act but by section 904 of the Rural Electrification Act 
of 1936, authorizing said supercooperative to construct a 30,000-kilowatt steam 
electric-generating plant near Ozark, Ark., and 544 miles of 69-kilovolt transmis- 
siou lines paralleling and duplicating lines and services of the four companies 
involved. The commission on August 11, 1951, by a split decision, granted 2 to 1 
the requested certificate over the protest and after the intervention of the four 
electric-utility companies above named. The chairman of the commission, Judge 
Scott Wood, a distinguished lawyer of wide experience and recognition, was so 
displeased by the findings of the majority that he filed a strong and lengthy 
dissent. 

The companies, immediately after the granting of the certificate by the com- 
mission, appealed to the circuit court of Pulaski County, Ark., and that court, 
after having restrained by temporary injunction the building of steam plant 
and transmission lines, and after hearing oral arguments and reading the briefs 
of counsel, reviewed the order by Arkansas Public Service Commission, and by 
the judgment of the court made and entered on March 10, 1952, adopted, in its 
entirety, the dissenting opinion of the chairman of the commission as the findings 
and conclusion of the court. With the indulgence of the committee, we would 
like to file at this point the statement and conclusion of Judge Guy Amsler, judge 
of the circuit court of Pulaski County, Ark., to which is attached the dissenting 
opinion of Judge Scott Wood, chairman of Arkansas Public Service Commission. 
We would like to have this exhibit incorporated in my statement, and, if possible, 
printed into the record. 

Both of these cases question the validity of the contracts between the super- 
cooperatives and the Southwestern Power Administration on the grounds that 
the same are ultra vires and void because they violate the State laws authoriz- 
ing the formation of rural electric cooperatives, the Rural Electrification Act 
of 1936, section 5 of the Flood Control Act of 1944, and the Constitution of the 
United States of America. 

In discussing the budget request for $1,425,000 in the “continuing fund” in the 
light of the pendency of these legal actions, the committee of the House, be- 
ginning on page 3 of its report No. 1628 on H. R. 7176, had this to say: 


“CONTINUING FUND, SOUTHWESTERN POWER ADMINISTRATION 

“An appropriation of $231,000 is recommended instead of $1,425,000, which 
was requested. The total budget request was to be used for the purchase of 
power, the payment of wheeling charges, and the rental of transmission facilities 
of electric cooperatives and private utilities in the Southwestern Power Admin- 
istration area. Payments to three of the six organizations, two Oklahoma 
utility companies and the M. & A. Electric Cooperative, are to cover the costs 
of wheeling Government power over their transmission lines to preferred custom- 
ers. The $231,000 recommended for appropriation is for the purpose of meet- 
ing these costs. 

“The program proposed to the committee also included the purchase of all 
power generated by the other three organizations and the rental of all of their 
transmission facilities. The question as to whether or not REA allotments to 
cooperatives can be used for the construction of generating and transmission 
facilities to be rented in total to the Southwestern Power Administration for 
the purpose of serving its customers and the question of Southwestern Power 
Administration's authority to purchase steam-generated electric power and 
energy have been placed before the courts. In view of this fact, the committee 
has deferred all funds programed for the purchase of power and the rental 





1308 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


of facilities from the Central Electric Power Cooperative and the Show-Me 
Power Corp. of Missouri and the Western Electric Cooperative of Oklahoma 
amounting to $1,194,000 in total.” 

In order that this committee may may be fully advised as to just how the 
House committee arrived at the ameunt of $231,000 as an appropriation from 
the “Continuing fund” for fiscal 1953, I would like to refer you to the Depart- 
ment of the Interior, justifications for appropriations, fiscal year ending June 80, 
1953, Office of the Secretary, part 3, Southwestern Power Administration, pages 
88 and 89 of that document. 

On the bottom of page 88, we find the following wording: 

“It is estimated that in 1953 the expenditures for the purchase of power, 
service charge for use of transmission facilities (wheeling charges for trans- 
porting electric energy from the dams to the preferred customers of section 5 
of the Flood Control Act of 1944), and rental payments on transmission lines 
leased from rural electric cooperatives will amount to $1,425,000. This amount 
is broken down under the following activities: 

“1. Oklahoma utility companies, $193,500.—This item represents wheeling 
charge at 114 mills per kilowatt-hour on an estimated 151,000,000 kilowatt-hours, 
It is purely a wheeling charge, and does not involve the lease of any transmission 
facilities. 

“2. M. & A. Electric Power Cooperative, $37,500.—This second item in the tab- 
ulation represents the same wheeling charge of 1%, mills per kilowatt-hour for 
30,000,000 kilowatt-hours, which Southwestern Power Administration estimates 
will be transported through the lines of the M. & A. Cooperative in southeastern 
Missouri to reach the cities of Poplar Bluff, Sikeston, and Charleston, Mo., which 
are municipally owned. We think this is a legitimate charge (assuming the 
contract between M. & A. and Southwestern Power Administration does not 
violate either the local cooperative law, the Rural Blectrification Act of 1936, 
or exceed the lawful authority of Southwestern Power Administration), and 
the wheeling charge is in line with that agreed upon between the companies and 
Southwestern Power Administration.” 

The explanation of these two items is given in the first two paragraphs on 
page 89 of the justification. 

The remaining items on page 88, viz: 

“3. Central Electric Power Cooperative, $429,000.—This is a foot-in-the-door 
request for the purchase of an indefinite amount of energy from the proposed 
steam plant of the cooperative in central Missouri. 

“4. Western BHlectric Cooperative, $265,000.—This item which is to cover a 
like indefinite purchase of electric energy from the steam plant of Western 
Electric Cooperative at Anadarko, Okla., is similarly a foot-in-the-door request.” 

These items are amounts for only a portion of the year; for the entire year 
they would amount to more than $2,000,000 each. The right of SPA to buy 
electric power and energy for resale is the main issue in our lawsuits. 

The three items on the right hand side: 

“1, Central Electric Power Cooperative, $248,000 
“2. Western Electric Cooperative, $177,000 
“3. Sho-Me Power Corp., $75,000 

“Similarly, these three items represent a foot-in-the-door request for funds 
to lease on the 40-year plan the transmission lines built illegally with REA funds 
solely for the use of Southwestern Power Administration. These items are 
insidiously requested for only a portion of a year. On an annual basis, the re- 
quest would have to be four or five times the amount here requested. The right 
to lease these lines in their entirety and to buy them-on the installment plan is 
also one of the most important points of issue in the lawsuits which I have just 
described.” 

We submit to you that, under these conditions, if for no other reason, the 
action of the House in striking these items from the budget request should be 
sustained in the Senate. 

During the consideration of the appropriation bill by the House subcommittee, 
when these items were stricken from the budget request, apparently through in- 
advertence, an item directly correlated with them was overlooked. This item 
appears on page 3 of the report No. 1628 of the Interior Subcommittee of the 
House, under item “Operation and maintenance—Southwestern Power Admin- 
istration”: 

“This increase has been allowed principally for increased workload resulting 
from an additional 1,800 miles of transmission lines and 91 substations and 





_—oeVvr eewe ne S&S "Se FF 


_ 


INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1309 


switching facilities which will be added to the Southwestern system during the 
fiscal year 1953.” 

The approximately 1,800 milés of lines, these switching stations, and substa- 
tions, are all being constructed with funds borrowed by the super cooperatives 
from the Rural Electrification Administration in Washington, and are all facili- 
ties that the Southwestern Power Administration hopes to acquire under the 
contracts as made with the super cooperatives. These contracts provide not 
only shall the Southwestern Power Administration pay the super cooperatives 
the stipulated rental which is sufficient to amortize the principal and interest 
on the REA loan, but, also, Southwestern Power Administration shall operate 
and maintain the transmission systems covered by the lease contracts. Thus 
it will appear that there is no reason why an appropriation for operation and 
maintenance should be allowed for the same identical lines for which items for 
lease rentals have been expressly disallowed. 

If it is the will of the House (and obviously it is) to allow time to determine 
the legality of these contracts between the supercooperatives and the South- 
western Power Administration, then no funds of any nature whether for the 
purchase of electric energy, lease rentals, or for operation and maintenance, 
should be allowed until such time as the lawfulness of these agreements shall 
be determined. 

These additional lines, substations, and switching facilities are all included 
under the same terms and conditions as the items above referred to. 

The item of $1,194,000 stricken from the budget request of Southwestern 
Power Administration by the House of Representatives covered the purchase 
of steam-generated power and the lease of transmission lines from the super- 
cooperatives. The item for “Operation and maintenance” in the approximate 
amount of $500,000 for the lines, substations, and switching facilities that would 
have been leased by the expenditure of this $1,194,000 should likewise have 
been stricken from the approved budget. 

We would like to request this committee to sustain the position of the House 
in limiting the appropriations from the continuing fund to $231,000 (if it ap- 
pears there is no valid legal reason, either in the State or national law, why 
the wheeling contract between Southwestern Power Administration and M. & A. 
is ineffective), and to strike from the $1,500,000 requested for “Operation and 
maintenance” by Southwestern Power Administration, and approved by the 
House, the amount of $500,000 which would represent the cost of operation and 
maintenance of the 1,800 miles of line, 91 substations and switching facilities, 
which should not be available to Southwestern Power Administration until the 
adjudication of the lawsuits now pending. 

It may be that for the purpose of having this discussion clearly in the minds 
of this committee, the brief review of the general conditions as regards public 
power in the Southwest would be helpful. 

In the summer of 1944, the Congress of the United States began the considera- 
tion of what became known as the omnibus flood-control bill of 1944. When this 
bill was before the Senate, a representative of the electric-utility companies of the 
Southwest appeared before the Flood Control Committee of the Senate (the 
Overton committee), which had charge of this bill in the Senate, and called 
attention to the fact of the dangers of utilization of multiple-purpose projects 
authorized under the provisions of the bill for the purpose of setting up a public- 
power empire which would eventually destroy the electric-utility industry in the 
United States. Asa result of this appearance, the committee had this to say: 

“The committee desires an amendment which provides a convenient and prac- 
tical method of disposing of power at projects under the control of the War 
Department without setting up a public-power trust which would be unduly com- 
petitive with established private-power utilities.” 

This was the origin of section 5 of the Flood Control Act of December 22, 1944, 
with which I know you gentlemen are all familiar. 

In 1946, in what, we think, was a deliberate disregard of the clear intent of 
section 5 of the Flood Control Act, the Department of the Interior came before 
the House and the Senate with request for a comprehensive plan, which involved 
the building of 800,000 kilowatts of steam generation, and the construction of 
some 18,000 miles of high-tension transmission lines covering the entire South- 
west like a blanket, and even then estimated to cost $223,000,000. (This plan 
would now cost more than a half billion dollars. ) 

When the House and the Senate acted on this request in 1946, the right on 
the Department of the Interior to build steam-generating plants under section 
5 of the Flood Control Act of 1944 was categorically denied. Its request for 
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blanket approval of transmission lines without individual justification by the 
Congress as required by section 5 of the Flood Control Act of 1944 was also 
denied. The only exceptions to this denial were (1) a transmission line to tie 
Norfork Dam in northern Arkansas with Denison Dam on Red River, between 
Texas and Oklahoma; and (2) the building of one short transmission line from 
Denison Dam to Walters, Okla. 

Both the House and the Senate told the Department of the Interior in no 
uncertain terms that it would have to come in before the proper committees of 
the House and the Senate and obtain specific appropriations for any transmis- 
sion lines which it required, placing the burden on the Department of the In- 
terior to show their necessity. From that time until now, it has been the clear 
intent of both the House and the Senate, but more particularly of the Senate, 
that contracts should be entered into between the private companies and the 
Department of the Interior, whereby the Department of the Interior would de- 
liver power and energy from the multiple-purpose projects to the systems of 
the companies, who, in turn, under proper contractual relations, would deliver 
power and energy for the account of Government to the preferred customers 
of section 5 of the Flood Control Act. These are known as wheeling contracts. 

While we hold no brief for the propriety of the preference clause of section 
5 of the Flood Control Act of 1944, contracts have been executed as follows: 


April 4, 1947, SPA and Texas Power & Light Co. 

July 13, 1950, SPA and Oklahoma Gas & Electric Co. Publie Service Co. of 
Oklahoma. 

December 27, 1950, SPA and Southwestern Gas & Electric Co. (Narrows Dam in 
southwestern Arkansas) 


After the hearings before the Senate and the House last year, as you gentlemen 
will recall, the use of the so-called continuing fund to enable the Department of 
the Interior to purchase the output of electric-generating plants constructed with 
REA funds, and the use of the continuing fund to lease outright the complete 
system of transmission lines built with REA funds, was severely criticized by the 
Congress, and the use of funds from the continuing fund was limited by an 
amendment, which provided for annual appropriations to be made from such 
fund only on the basis of the desires of the Congress as to what the amount of 
such expenditures should be for the ensuing fiscal year. 

We feel that the expressed desire of the Congress of the United States is that 
arrangements be made so public and private power can work hand in hand to 
the best interest of the parties receiving electric service from the combination. 
The M-5-R draft of contract, which is now on the desk of the Secretary of the 
Interior, will accomplish that purpose. It is satisfactory to the companies. 
It is satisfactory to the Administrator of Southwestern Power Administration, 
and we are advised that on the whole, it is satisfactory to the Department of 
Agriculture and the rural electric cooperatives. It follows closely the time- 
proven Texas and Oklahoma contracts. 

We hope that members of this committee and other Members of the Congress 
generally will urge on Mr. Chapman to require his staff to expedite their investi- 
gations of details of this contract so he may execute same before the adjourn- 
ment of the Congress. 

This contract was negotiated over a period of 40 consecutive days, only a 
relatively small part of which was spent in actual conferences, which allowed 
full and free diseussion of every provision in it. The contract has been on 
Mr. Chapman's desk now for three times that length of time. We are fearfui 
there is a purposeful delay in action on this contract and a continuation of this 
unnecessary delay should be eliminated. 


Will you be kind enough to high light it? 
Mr. Wiixes. I am going to have two witnesses here. Mr. McKee 
and I would like to high light our statements. Mr. McKee will 


be the first witness. 
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STATEMENT OF D. C. McKEE, PRESIDENT, THE EMPIRE DISTRICT 
ELECTRIC CO., JOPLIN, MO. 


NEGOTIATIONS ON WHEELING CONTRACT 


Mr. McKee. My name is D. C. McKee. I am president of the Em- 
pire District Electric Co. which has its principal office in Joplin, 
Mo., where I make my home. I have a statement to file for the record. 

(The statement referred to follows :) 


STATEMENT oF D, C. McKee 


My name is D. C. McKee. I am president of the Empire District Electric 
Co., which has its principal office in Joplin, Mo., where I reside. This company, 
referred to herein as “Empire,” serves the electric light and power in an area 
embracing southwestern Missouri, southeastern Kansas, northeastern Oklahoma, 
and northwestern Arkansas. 

Empire’s power plants aggregate 119,700 kilowatts in capacity, and it has 
under construction an additional 40,000-kilowatt steam turbine plant. Em- 
pire’s system is interconnected to the south with that of the Arkansas Power 
& Light Co. through a 154,000-vole transmission line of over 50,000-kilowatt 
eapacity, which is routed by way of Norfork and Bull Shoals Dams of the 
Government. This line is available to Empire for transmission of Government 
hydro power to Government customers in Empire’s service area. Empire’s 
system is interconnected with the other major power systems from Nebraska 
to the Gulf. <A coordinated interconnection of the major systems in the South- 
west assures that all power resources, wherever developed in the region, are 
made available to all power users in the region, without the building of any 
lines by the Government, with the possible exception of a few short lines from 
the reservoir projects to the nearest point of the interconnected 
Through Empire’s integration with this interconnected system, any hydro 
power developed can immediately be put into Empire’s system and made avuil- 
able to preferred customers now being served by Empire, without the construc- 
tion of any transmission lines by the Government. 


sSystelis, 


SENATE ATTITUDE REGARDING CONTRACT 


During previous sessions of the Congress, I have appeared before this com- 
mittee several times in an effort to acquaint the committee with the fact that 
Empire is fulfilling its obligations in its area in supplying all customers with 
electricity, including the REA cooperatives and the municipalities desiring 
service. I have also informed the committee that Empire and other electric 
companies in the area stood ready, willing, and able to market power from Gov- 
ernment projects in the area, and have repeatedly endeavored to negotiate a 
contract with the Southwestern Power Administration, whereby this agency 
could market power from Government projects under the terms of the Flood 
Control Act of 1944, over lines of the companies, and thereby eliminate the 
necessity of spending Government money for this purpose. (Refer to pp. 1804— 
1818 of the Senate Appropriations Committee hearings on Interior Department 
appropriations for 1951, and pp. 1593-1606 of similar hearings on Interior De- 
partment appropriations for 1952.) 

After the hearings last year, this committee’s report (S. Rept. 499, 82a Cong., 
Ist sess., pp. 7-8) Said, in regard to SPA’s request for $1,560,600 to construct 
lines in Empire’s service area: 

“With respect to this request of the Southwestern Power Administration for 
an additional appropriation of $1,560,600 for construction of a transmission 
facility between Carthage, Springfield, and Mansfield, Mo., designated as the 
‘Western Missouri project,’ it was the understanding when an appropriation for 
this facility was made last year that, before funds were obligated, the Secretary 
of the Interior should endeavor to secure a wheeling contract from the appro- 
priate private electrical utilities. Testimony in this year’s hearing indicates 
that the utilities in question, and particularly the Empire District Electric Co., 
repeatedly offered to negotiate for a wheeling contract along the line of the 


98400—52 83 
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so-called Oklahoma contract but that SPA had not only neglected to enter into 
negotiations but by letter had refused to do so, giving as the reason a desire on 
the part of SPA to delay such negotiations until experience with the Oklahoma 
contract was available. Testimony from all witnesses also indicates that the 
line in question would not connect up with any SPA line but only with certain 
lines of a so-called supercooperative with which SPA had concluded a contract, 
the legality of which is now being tested in court. 

“In view the the unrefuted testimony before the committee, it is felt that 
no further action should be taken with respect to the construction of his trans- 
mission line at this time and that funds heretofore appropriated and not now 
obligated should not be obligated until SPA is further advised by the Congress. 

“Is is to be hoped that SPA will proceed without delay in the negotiation of 
a wheeling contract with the private utilities of that area in line with the so- 
called Oklahoma wheeling contract.” 

Notwithstanding the Senate acton, the conference report on the bill allowed 
$810,600 for the above-mentioned facilities, but included the following injunction 
to the Secretary of the Interior to negotiate a contract with the private utilities 
of the area (H. Rept. 775, 82d Cong., Ist sess., p. 5) : 

“With respect to the western Missouri project, it is expected that a determined 
effort will be made by the Secretary of the Interior to negotiate with the private 
utilities to obtain a contract that will make unnecessary the use of this appro- 
priation for such project and that no new obligation will be incurred under au- 
thority of this appropriation for such project unless the Secretary of the Interior 
determines, after such negotiations, that additional facilities of such project are 
required to be constructed by the Government for the integration of Federal 
projects or for servce to a Federal establishment or prefrred customer.” 

My appearance at this time is to report to the committee on the progress of 
ngotiations between Empire and other electric companies in the Southwest 
with the Southwestern Power Administration, which have been carried on, 
at this committees instruction, since the last session of the Congress: and to 
show that certain appropriations are unnecessary and should be denied. 


CONTRACT NEGOTIATIONS 


Following the passage of the Interior Department appropriation bill in 1951, 
Pinpire again offered to Southwestern Power Administration, as it had in 1950, 
to negotiate a contract, in accordance with the Senate and conference reports. 
As a result of this offer and the desire of the Congress for such a contract, Mr. 
Louglas G. Wright, Administrator of the SPA, agreed that SPA would start 
contract negotiations, 

In the discussions between Mr. Wright and myself of the approaching negotia- 
tions, it was agreed that it would be desirable to negotiate with all of the power 
companies in the area as a group, rather than individually, with the knowledge 
that a contract to coordinate and integrate the Government hydro projects with 
the facilities of all of the companies in the area would be to the beneiit of the 
Government. 

As a result of these discussions, negotiations between the SPA and all of the 
companies in the area were started in October 1951. The Administrator, Mr. 
Wright, diligently pursued these negotiations in an earnest effort to work out a 
plan of integration and an agreement which would carry out the Government’s 
interpretation of the Flood Control Act of 1944. These negotiations were carried 
on in the Administrator's office in Tulsa, and Mr. Wright approached the problems 
in a very constractive, helpful, and cooperative manner. I am sure that Mr. 
Wright would tell your committee that the power companies likewise approached 
the problems in a cooperative manner, and made serious and honest efforts 
to obtain a working basis for the marketing of Government hydro power. 

All of the companies were represented at these negotiations. In order to 
facilitate the negotiations, Mr. Frank M. Wilkes, president of Southwestern 
Gas & klectric Co., who is appearing before your columittee today, was selected 
as Chairman of the negotiating committee for the companies, The negotiations 
were Carred on almost continuously until December 19, 1951, and resulted in a 
diaft of a contract, which has the approval and recommendation of the Admin- 
istrator of SPA. I assume that the draft of the contract, referred to as the 
M-—5-R draft, has been submitted for the record to the committee by Mr. Wright. 
The contract has been submitted to the Secretary of the Interior for approval. 
The following electric power companies in the States of Missouri, Arkansas, and 
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Louisiana have agreed to execute this contract upon its approval by the Secre- 
tary of the Interior: 
Arkansas-Missouri Power Co. 
Arkansas Power & Light Co. 
Central Louisiana Electric Co., Inc. 
The Empire District Electric Co. 
Gulf States Utilities Co. 
Kansas City Power & Light Co. 
Louisiana Power & Light Co. 
Missouri Power & Light Co. 
Missouri Public Service Co. 
Missouri Utilities Co. 
Southwestern Gas & Electrie Co. 
St. Joseph Light & Power Co. 

Under this contract, the systems of the companies are made available to SPA 
for supplying its preferred customers in the service areas of the companies at 
SPA rates. The companies will furnish the transmission facilities and will sup- 
ply the electric power required by such customers. The companies will be com- 
pensated for the service by-receiving hydro power and energy from SPA, and a 
service payment for the use of the companies’ facilities. Any remaining power 
in the dams not needed from time to time by SPA for service to other customers 
will be purchased by the companies subject to recapture by SPA at any time. All 
rates and compensation are subject to renegotiation every 3 years, and subject 
to confirmation by the Federal Power Commission. As I have stated, Mr. Wilkes 
is here and will answer any questions the committee may have about any provi- 
sions of the contract. 

During the consideration of the contract by the companies it was recognized 
that an intercompany agreement would be necessary in order that the companies 
apportion among themselves the liabilities of the contract with SPA. In order 
that there would be no delay in the execution of the contract when approved by 
the Secretary of the Interior, the companies have drafted and will have perfected 
such an intercompany agreement. 

The contract with SPA, when approved, will provide a basis for the integration 
of the hydro power produced at Government multiple-purpose projects in the 
Southwest with the facilities of the companies. We believe that the contract will 
make possible the marketing of this Government hydro power without the ex- 
penditure of Government money by SPA or by any rural electric supercooperative 
or distributing cooperative, or without the expenditure by any municipality of its 
money to build transmission lines and facilities; and fair administration of the 
contract will result in the protection of the integrity of the investments of the 
electric companies in the area. 

The proposed contract withe SPA has been before the Secretary of the Interior 
since January 1952. I respectfully request that the committee instruct the Secre- 
tary to take early action in approving the contract. 

It is unfortunate that we were unable to work out such an agreement several 
years ago. Even though Empire and Missouri Public Service Co. repeatedly 
offered to negotiate a contract and were denied the opportunity, certain unneces- 
sary appropriations were made for the building of transmission lines in the area 
served by these companies (western Missouri project) which, I am sure, would 
not have been made if a contract similar to the M-5—-R Draft had been in exist- 
ence. I say this because it is my understanding that it is the policy of the Con- 
gress that no funds be spent by the Government directly or indirectly to build 
transmission lines that are unnecessary, or which will duplicate facilities pro- 
vided by private electric companies under a suitable wheeling contract. 

In order to show the picture in southwest Missouri, there is attached a map 
showing in solid black lines the transmission system of Empire, and a portion 
of the transmission systems of Missouri Public Service Co. and neighboring 
utilities are shown in dotted black lines. Overprinted in color are shown the 
transmission lines proposed to be built by direct appropriation to SPA, or to 
be built with REA funds and acquired by SPA by use of the continuing fund. 

The solid green line is the 154,000-volt transmission line from Bull Shoals to 
Chamois, Mo., on the Missouri River near Jefferson City. with a 15,000-kilowatt 
steam power plant at Chamois, proposed to be built by Central Electric Power 
Cooperative. The solid yellow line is the 154,000-volt transmission line pro- 
nosed to be built from Bull Shoals Dam to Missouri City by Northwest Electric 
Power Cooperative, with a 40,000-kilowatt steam power plant at Missouri City- 
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The solid red lines are the 832 miles of 69,000-volt line proposed to be built 
by KAMO Electric Cooperative, Inc. 


WESTERN MISSOURI PROJECT 


The solid blue line is the 154,000-volt transmission line proposed to be built 
by SPA from Mansfield, Mo., to Springfield to Carthage, Mo. This is part 
of the western Missouri project. The balance of the western Missouri project 
is a substation to connect the northwest line (yellow line) at Clinton, Mo., esti- 
mated to cost $1,072,780. This substation is in the territory of the Missouri 
Public Service Co. 

I am opposing appropriations to construct that portion of the western Missourt 
project consisting of a transmission line extending from Springfield to Carthage, 
Mo., with a substation at Carthage, shown as section A of the solid blue line 
on the attached map. This portion of the western Missouri project is esti- 
mated to cost $2,001,985, of which $1,113,395 was appropriated for fiscal 1951, 
$570,000 was appropriated for fiscal 1952, and $293,590 is being requested for 
fiscal 1953. No construction has been started on this line or on the substation 
with the exception of some right-of-way clearance. 

The line to Carthage and the substation are represented as being necessary 
to serve the city of Carthage, the city of Lamar, and the KAMO Electric Co- 
operative, Inc. There are no customers proposed to be served by this line that 
are not now being served by the companies, or who cannot be served by the com- 
panies with Government power through the wheeling contract. 

The city of Carthage has its own power plant, and has purchased an additional 
4,000-kilowatt Diesel generating unit. Carthage has refused to execute a con- 
tract with SPA. Empire’s three transmission lines are available at the city 
limits. The city of Lamar, which also has its own power plant, recently con- 
tracted to secure its additional requirements from the Missouri Public Service 
Co., whose transmission lines are adjacent to the city. 

KAMO Electric Cooperative is a supercooperative which proposes to spend 
some $9,000,000 in Missouri and Kansas to serve distributing rural electric 
cooperatives, which are now receiving service in Missouri from Empire or Mis- 
souri Public Service Co. The 832-mile network of transmission lines (solid 
red lines) and substations merely replace substations and service now supplied 
by Empire or Missouri Public Service Co., or represent new points of delivery 
which the companies have offered to serve when needed. As seen from the map, 
this KAMO project is a network of duplicating lines and substations, and is 
totally unnecessary. 

Under the proposed contract with SPA, the distributing cooperatives, which 
desire to be served by KAMO, can receive Government power without the ex- 
penditure of a single dollar for transmission lines—by SPA for the western Mis- 
souri project, by the supercooperative KAMO, or by any distributing cooperative. 
In line with congressional policy, and in the interests of economy of both 
money and materials, the appropriation for the Springfield-Carthage section 
of the western Missouri project should be denied, and past appropriations should 
be rescinded. 

Here is an opportunity to save $2 million of Federal funds, without interfering 
with the marketing of Government power to REA distributing cooperatives and 
preferred customers. I repeat the statement that, in the territory served by 
Empire and Missouri Public Service Co., there is no community, industry, or 
rural electric cooperative not receiving service, or which cannot receive service 
from company lines, and that it has not been necessary in the past, and will not 
be necessary in the future for any money to be spent by the Government to 
supply Government power to preferred customers in the area. 

(If the committee concurs, a suggested method of deleting these funds is out- 
lined in the appendix of this statement.) 


MISCELLANEOUS CONSTRUCTION 


In the 1953 budget, there is a request for $400,000 for miscellaneous construc- 
tion. Since one of the purposes of the proposed contract with SPA is to make 
unnecessary the expenditure of money by the Government where facilities can 
be provided with investor capital by the electric companies, it seems unwise and 
unnecessary for the Congress to appropriate to the Southwestern Power Adminis- 
tration miscellaneous funds to build transmission lines. The need for the SPA 
to build any transmission lines in the future, working under the proposed agree- 
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ment, would occur only if the companies are unable to provide sufficient facili- 
ties to meet the Government’s needs. In this event, SPA would be in a position 
to seek specific appropriations. 

I teei tnat this matter of miscellaneous appropriations for construction of 
transmission lines, in effect, partially destroys the intent and purpose of this 
contract, which we have worked so earnestly to accomplish. To illustrate, from 
previous appropriations for miscellaneous construction, there is a carry-over of 
$977,077, and a request is being made for fiscal 1953 for $400,00, or a total of 
$1,377,077. If this current request is granted, and this fund is allowed to 
continue to build up, SPA will have, in effect, the same thing as a continuing 
fund, only it is for construction. Then, the Administrator would never have to 
come to this committee to obtain any authorization for lines, because he would 
have enough money to build any lines he might desire. 

In the proposed contract, we were unable to write in any specific prohibition 
against the Government serving towns in which we retail, and for which our 
investors have made possible the service, under the proper laws and regula- 
tions of the commissions. The only protection we have in that regard, under 
the proposed contract, is that we are not obligated to transmit Government 
power for the account of the Government, to communities where we are retailing. 
That does not prohibit SPA from building its own lines or taking off from any 
existing line which SPA built through appropriations, or which it may lease from 
some supercooperative. We have no protection from such lines, except that 
we have the privilege and the right to come before this committee and point out 
the fact that the lines would take away our business which we have been 
serving. ‘ 

It is my understanding that it has never been the intent of this committee or 
of the Congress for the Government to destroy us, or take away from us the 
retail business which we have been serving, and for which we have provided 
the facilities. It offers us protection to have an opportunity to review specific 
appropriatious for lines, and to appear before your committee to call to your 
attention the effect of such construction on our business. I feel that, if the 
committee does not limit this miscellaneous construction appropriation, we have 
lost a definite protection, which we believed we had in considering this proposed 
contract. 

The electric companies are entering into this contract in good faith. They 
are financially able to build any facilities which may be required. We feel that 
the committee should examine the request for miscellaneous construction funds, 
to make sure that there are no future lines built by the Government that are 
unnecessary and wasteful in the light of the existence of the pending contract, 
and to give the electric companies in the area an opportunity to demonstrate 
their good faith and their ability to carry out the contract to the satisfaction 
of the Congress. 

By retaining control of the use of all funds for the construction of lines, 
the Congress could give the administration of the contract wise supervision, and 
dispose of a long-standing controversy. 


APPENDIX TO STATEMENT OF D. C. M’KEE 


Springfield-Carthage line and substation 


Total esti- | Fiseal year | Fiscal year / Fiscal year | Balance to 
mated cost 1951 1952 1953 complete} 


| 
Springfield-Carthage line ! $960, 525 $912, 525 ne ee 
Carthage substation ?__...... pet obahae cede | 1,041, 460 | 200, 870 522, 000 293, 590 | $25, 000 


2,001,985 | 1,113,395 570, 000 293,590 | 25, 000 


1 From fiscal year 1952 justification. 
? From fiscal year 1953 justification. 


If the committee desires that the part of the western Missouri project con- 
sisting of the Springfield-Carthage transmission line and the Carthage substa- 
tion should not be built, the committee can accomplish this by reducing the 
amount of the requested construction money in the pending bill by $293,590, 
which is requested for 1953 for the Carthage substation. That part of the 
appropriations made in chapter VII—Department of the Interior, title I of 
the General Appropriation Act, 1951, and in title I of the Interior Department 
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Appropriation Act, 1952, proposed to be used for construction of the Carthage 
transmission line and substation, by provision in this act, could be carried to the 
surplus fund and covered into the Treasury. These appropriations aggregate 
$1,684,395, and with the present request for $293,590, and the additional $25,000 
for the Carthage substation proposed to be sought later, this would result in a 
saving to the United States of $2,001,985. 

No construction has been started on this line or on the substation, with the 
exception of some right-of-way clearance. 

Empire is willing to acquire any wire, poles, and line equipment, which may 
have been ordered for this section A of the western Missouri project, and any 
Substation equipment can readily be absorbed by the electric industry at this 
time when equipment and materials are so vitally needed in the electric industry’s 
tremendous expansion program. 


CONTRACT NEGOTIATIONS 


Mr. McKer. Our company serves a large area in southwest Missouri, 
southeastern Kansas, northeastern Oklahoma, and nor thwestern 
Arkansas. 

I desire briefly to comment on three subjects. I appreciate very 
much the tremendous demands made upon your time. I appr eciate 
the opportunity of being here. I hope for the sake of brevity that 
I can handle this presentation quickly and impress upon you the seri- 
ousness of our situation and the soundness of our position. I have 
appeared before you several times during the past several years, ad- 
vising you of the service being rendered by Empire and the other 
electric companies in the area, advising you of our efforts to negotiate 
a contract with the Southwestern Power Administ ration, and in view 
of our failure to negotiate a contract, I have opposed the building of 
certain transmission lines by the Southwestern Power Administration 
which we felt were unnecessary. 

As a result of our efforts to negotiate a contract with the South- 
western Power Administration and through, I presume, the advice of 
your committee as expressed in its report and the House report, I am 
here today to inform the committee that we have been successful in 
negotiating a contract with the Southwestern Power Administration. 

Senator Haypren. That is one of the 12 company contracts you 
mentioned ¢ 

CONTRACT DRAFT 


Mr. McKerr. That is correct. Mr. Douglas Wright and myself in 
discussing the negotiations concluded it was to the. advantage of the 
Government and the companies that we work out a contract with all 
the companies in the Southwest if possible. Asa result we have worked 
out an agreement which is designated as the M—5—-R draft. The con- 
tract is with the Southwestern Power Administration and the follow- 
ing companies: Arkansas-Missouri Power Co., Arkansas Power & 
Light Co., Central Louisiana Electric Co., the Empire District Electric 
Co., Gulf States Utilities Co., Kansas City Power & Light Co., Louisi- 
ana Power & Light Co., Missouri Power & Light Co., Missouri Public 
Service Co., Missouri Utilities Co., Southwestern Gas & Electric Co., 
and the St. Joseph Light & Power Co., which comprises practically 
all of the companies in Missouri, Arkansas, and Louisiana. 

Senator KNow.anp. Have the contracts been executed ? * 

Mr. McKerr. The contracts have been negotiated with the Ad- 
ministrator, Mr. Wright, and was submitted by Mr. Wright to the 
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Secretary of the Interior in the early part of January or maybe the 
middle of the month, somewhere in there, and is still, to my knowledge, 
before the Secretary and has not been approved as yet by the 
Secretary. 

Senator Haypen. Mr. Wright testified before this committee he 
thought it was a good contract and he was expecting to confer with 
those in his Department with respect to it. 

Senator KNow.anp. I was wondering if we had any report from 
the Department of the Interior as to the progress being made. 

Senator Haypen. I made an inquiry and was advised to this effect : 
That there has been some extensive negotiations with respect to de- 
velopment of power in Arkansas. Did it not have to do with bauxite ¢ 

Mr. McKerr. The Reynolds Co. That negotiation has been com- 
pleted. They are going to actively engage in this, but that was the 
cause of the delay. 

Senator Knowianp. I think we should have the staff of the com- 
mittee keep in touch and see what the delay was. 

Mr. McKee. I assume Mr. Wright has filed a copy of the M-5-R 
draft for the record. If not, I have it available. 

Senator Haypen. He left it. 

Mr. McKer. I would like also for the convenience of the committee 
to offer for filing a memorandum which has been prepared setting out 
the principal points in the agreement which may be of value. 

Senator Haypen. That will be included in the record. 

(The material referred to follows :) 


MEMORANDUM—PROPOSED AGREEMENT (M-5-R) BETWEEN THE SOUTHWESTERN 
POWER ADMINISTRATION AND 12 ELECTRIC COMPANIES 


The proposed agreement ‘“M-5-R” has been negotiated between the Adminis- 
trator of Southwestern Power Administration and the 12 undersigned electric 
companies in the Southwest. It is designed to sulve for the next 20 years, and 
with only a minimum expenditure of Federal funds, the problem of marketing 
all of the hydroelectric power and energy produced at the Government-owned 
multpile-purpose dams in the SPA’s production area. This agreement is now 
awaiting the approval of the Secretary of the Interior. 

In hearings before congressional committees and in reports of such commit- 
tees, in debates on the floor of both the House of Representatives and the Senate, 
and in final action of both Houses dealing with requests for appropriations for 
the building of transmission lines and related facilities proposed to be built by 
SPA, it has been urged that negotiations be continued to the end that a contract 
or contracts be made between SPA and the privately owned electric companies 
in the area, which would accomplish the objectives of the Flood Control Act 
without the construction of extensive federally financed transmission systems. 
Contracts of this type have been developed and executed in Texas, Oklahoma, 
and Arkansas. 

In connection with a request of SPA for appropriations for building transmis- 
sion lines and related facilities in southwest Missouri, in 1951 the report of the 
Senate Committee on Appropriations stated : 

“* * * it is felt that no further action should be taken with respect to the 
construction of this transmission line at this time and that funds heretofore 
appropriated and not now obligated should not be obligated until SPA is further 
advised by the Congress, 

“It is to be hoped that SPA will proceed without delay in the negotiation 
of a wheeling contract with the private utilities of that area in line with the 
so-called Oklahoma wheeling contract.” (S. Rept. No. 499, S2d Cong. Ist sess., 
July 3, 1951.) 

The M—5-R contract, which now lacks only the approval of the Secretary of 
the Interior and of the necessary regulatory bodies, will when consummated 
fulfill all the objectives of section 5 of the Flood Control Act and the directives 
of Congress with respect to power and energy produced at the hydro-electric 
projects in the southwestern power area. 
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SECTION 5, FLOOD CONTROL ACT OF 1944 


“Blectric power and energy generated at reservoir projects under the control 
of the Department of the Army and in the opinion of the Secretary of the Army 
not required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in 
such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers consistent with sound business principles, the rate 
schedules to become effective upon confirmation and approval by the Federal 
Power Commission. Rate schedules shall be drawn having regard to the recovery 
(upon the basis of the application of such rate schedules to the capacity of the 
electric facilities of the projects) of the cost of producing and transmitting 
such electric energy, including the amortization of the capital investment allo- 
eated to power over a reasonable period of years. Preference in the sale of 
such power and energy shall be given to public bodies and cooperatives. The 
Secretary of the Interior is authorized, from funds to be appropriated by the 
Congress, to construct or acquire, by purchase or other agreement, only such 
transmission lines and related facilities as may be necessary in order to make 
the power and energy generated at said projects available in wholesale quantities 
for sale on fair and reasonable terms and conditions to facilities owned by the 
Federal Government, public bodies, cooperatives, and privately owned companies. 
All moneys received from such sales shall be deposited in the Treasury of the 
United States as miscellaneous receipts.” 


Southwestern Power Administration (SPA) 


Created by administrative order, September 1, 1948, of the Secretary of the 
Interior to perform certain wartime functions. The sole statutory authority 
of SPA is derived from section 5 of the Flood Control Act and under that act 
the sole function of SPA is to market the excess power and energy generated 
at Federal reservoir projects described in the act and located in the Southwestern 
Power Administration’s area. 

Southwestern power area 


Defined in December 28, 1945, administrative order, as all of Arkansas and 
Louisiana, and certain parts of Missouri, Kansas, Texas, and Oklahoma. 


PROVISIONS OF “M—5—R” AGREEMENT 
General 

Under this contract the systems of the companies are made available for supply- 
ing “preference customers” in the service areas of the companies. The com- 
panies will furnish the transmission facilities and will supply the electric power 
required by such customers. The companies will be compensated for this service 
by receiving from SPA power and energy from multiple-purpose dam projects, 
for which SPA is the marketing agent, and a service payment for the use of 
the companies’ facilities. 

Any remaining power in the dams not needed from time to time by SPA for 
service to other customers will be purchased by the companies. 

All hydroelectric power received by the companies will become a part of their 
total power resources. 

All rates and compensation are subject to renegotiation every 3 years and 
subject to confirmation by the Federal Power Commission. 


Service to SPA customers 


The companies will deliver from their systems and power resources the elec- 
tric service required by customers of SPA located in the service areas of the 
companies within SPA’s production area (and in any other portions of com- 
panies’ service areas mutually agreed upon), which customers are in the follow- 
ing categories: 

(1) Municipal systems and other public bodies not on SPA’s lines and not now 
being served at retail by companies. 

(2) Municipal systems now wholesale customers of companies. 

(3) REA cooperatives not on SPA’s lines. 

(4) Any other customer by mutual consent of SPA and the companies. 

The companies will furnish all the facilities necessary for service to SPA’s 
customers subject only to a “hardship” clause designed to protect the companies 
from excessive financial burdens. In case the “hardship” clause is invoked, by 
any company such company must give the SPA a convenient point of delivery on 
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its system from which SPA can build the necessary lines for service to the 
customer. 

The companies, upon request of SPA and the customer in question, will cancel 
any contracts they may have with customers who are to be served by SPA under 
the “M-—5—R” agreement. 

SPA will not serve nonpreference customers previously served by any one of 
the companies, except with the consent of such company. 

Companies and SPA will furnish facilities for interconnection with each other 
at locations mutually agreed upon. 

Compensation to companies 

SPA will compensate companies for service rendered by companies for SPA 
customers as follows: 

(1) For each kilowatt of billing demand of SPA supplied by companies, SPA 
will deliver to the companies 1% kilowatts as scheduled by companies ; 

(2) For each kilowatt delivered by SPA to companies under paragraph 1, 
above, SPA will deliver to companies 200° kilowatt-hours per month; 

(3) For each kilowatt-hour delivered by SPA under paragraph 2, above, SPA 
will pay companies 1% mills per kilowatt-hour as a service charge; 

(4) For each kilowatt-hour delivered by companies to SPA’s customers in 
excess of 300 kilowatt-hours per kilowatt per month of billing demand of such 
customers, SPA will pay companies 4 mills per kilowatt-hour. 

These rates of compensation, as well as all other rates, are subject to renego- 
tiation on February 13, 19538 (the date upon which the current Federal Power 
Commission’s confirmation of SPA’s rates expire), and every 3 years thereafter. 

All rates and compensation are subject to confirmation by the Federal Power 
Commission. 

Sales to companies of power and energy 

In addition to the power and energy delivered to the companies as compensa- 
tion for service by the companies to SPA customers, SPA will sell and deliver 
to the companies all power and energy produced in multiple-purpose projects in 
Arkansas, Louisiana, southern Missouri, southern Kansas, Eastern Oklahoma, 
and eastern Texas, and not needed to fulfill SPA’s obligations to others. 

The classifications of hydroelectric power and energy sold to the companies 
and the rates to be paid by the companies are as follow: 

(1) Firm peaking capacity (accompanied by 200 kilowatt-hours @f energy per 
kilowatt per month) at the rate of $1.15 per kilowatt per month and 114 mills 
per kilowatt-hour ; 

(Nore.—SPA agrees not to make contracts which will reduce peaking capacity 
for purchase by companies below 0.15 times billing demand of SPA customers. ) 

(2) The extra generator capacity in excess of the firm peaking capacity of the 
projects will be paid for by the companies at the rate of 55 cents per kilowatt 
per month of such excess ; 

(3) For all hydroelectric energy delivered to companies and not included with 
firm peaking capacity, 1% mills per kilowatt-hour. 

Term and termination 

The term of the contract is 20 years. It may, however, be terminated in whole 
or in part, as follows: 

(1) By either party, upon 8 years’ notice, upon failure to agree on renegotia- 
tion of rates; 

(2) By SPA, upon 2 years’ notice, with respect to any customer of SPA who 
has terminated his contract with SPA: 

(8) By SPA, upon 3 years’ notice, with respect to any or all of its customers, 
if the companies fail to furnish the service requested by reason of action of any 
State regulatory body; 

(4) By any company, and with respect to that company, by 3 years’ notice, 
if the use by SPA of electric power generated in any thermal plant or the use of 
transmission facilities of any generating and/or transmission cooperative injures 
such company ; 

(5) By either party for intentional material default of the other, upon 30 days’ 
notice. 


1SPA has determined that considering minimum stream flows and reservoir capacities, 
200 hours use per month will result in maximum value for the hydroelectric projects. 
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Effect of the contract 

This contract will provide for the complete integration of the lines and gen- 
erating plants of the companies with the multiple-purpose projects and backbone 
transmission lines of the Southwetsern Power Administration. It will provide 
delivery of power and energy to all preferred customers (that is, public bodies 
and rural electric cooperatives) in the entire area served by the 12 companies, 
if such customers desire to purchase power and energy fom the Government at 
rates set by the Government. 

The contract provides for the payment to the Federal Government immediately 
upon completion of each multiple-purpose project in the area of the maximum 

value which can legally be set by the Federal Power Commission and the Army 
engineers on power and energy from such projects. This highest value is at- 
tained by reason of the fact that the output of the project will be used as peaking 
power in the systems of the companies. The contract further provides for the 
construction by the companies of any additional transmission lines, except in 
unusual and exceptional cases, required from time to time or at any time in the 
area served by the companies for the integration of power and energy from the 
Government projects into their systems. It also provides for the service from 
the lines of the companies to all preferred customers in the area at the sole 
expense of the companies. 

Every kilowatt-hour that comes out of the hydroelectric projects will be imme- 
diately absorbed the day they start, and the Government will get the maximum 
payments from the companies for that power, as much as could possibly be paid 
for it, and it will be an immediate thing. There will be no waiting on the grow- 
ing period that would be necessary if SPA built its own system. Under M-5-R, 
compensation to the Government will begin the day the hydroelectric project 
starts operating. 

Prepared by a committee acting for— 

Arkansas-Missouri Power Co.; Arkansas Power & Light Co. ; Central 
Louisiana Electrie Co., Ine.; The Empire District Electric Co 
sulf States Utilities Co. ; Kansas City Power & Light Co. : Louisi- 
ana Power & Light Co.: Missouri Power & Light Co. : Missouri 
Public Service Co.; Missouri Utilities Co.; Southwestern Gas & 
Electric Co.; St. Joseph Light & Power Co. 


6 TWELVE COMPANTES CONTRACT 


Mr. McKee. I wish to say, on behalf of the 12 companies, they have 
approached this contract in good faith. They stand ready to execute 
the contract upon approval by the Secretary. Anticipating their abil- 
ity to execute it, they have between themselves worked out an inter- 
company agreement establishing the liabilities between the companies. 
So, the companies are in a position to place it in effect as quickly as it 
is executed and proper authority obtained. 

Senator Haypen. It follows the general line of the previously nego- 
tiated contract with the Oklahoma companies? 

Mr. McKer. That is right. 

Mr. Wilkes was chairman of the committee representing the com- 
panies in these negotiations. Any questions in regard to this contract 
Mr. Wilkes will be very pleased to answer. On behalf of the com- 
panies, I seek your good offices in aiding and bringing about the execu- 
tion and consummation of this contract in order that this whole matter 
can be cleared up. 

Senator Haypen. You can be sure all the committees are interested 
in settling the problem. We will make inquiry in regard to it. 

Mr. McKer. I believe I should also state that this contract will en- 
able all of the rural electric cooperatives and the other preferred cus- 
tomers in our area, to receive service of Government power at Gov- 
ernment rates, without the necessity of the construction of any Gov- 
ernment lines by the Southwestern Power Administration, 
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OPPOSITION TO MISSOURI TRANSMISSION LINES 


In view of the existence of this contract, I am appearing in opposi- 
tion to construction of a certain portion of a transmission line roth 
Springfield to Carthage, Mo., in southwest Missouri, which is part of 
it line designated as the western Missouri project. 

I also appear in opposition to the appropriation designated as mis- 
cellaneous funds. In order that you may have a picture of the situ- 
ation in southwest Missouri and the western Missouri project, I have 
included in my filed statement a map. We have a larger map which 
we can use here so you will have a full understanding of the location 
of line and the reasons why I am opposing it. 

The map which you see is the same as the map in the filed statement 
with the exception the larger map has some blue dots on it representing 
points of delivery w here we are now serving the REA cooperatives 
or where service is available. 

The black solid lines in the lower half of the map are those of the 
Empire District Electric Co, and the dotted lines are portions of the 
systems of neighboring companies, principally the Missouri Public 
Service Co. w hich lies t to the north of us. Overprinted in color are 
shown the transmission lines proposed to be built by direct appropria- 
tions to the Southwestern Power Administration and those built with 
REA funds and acquired by SPA by use of the continuing fund. 

The solid green line is the 134,000-volt transmission line from Bull 
Shoals to Chamois, Mo., on the Missouri River near Jefferson City, 
with a 15,000-kilowatt steam power plant at Chamois proposed to be 
built by Central Electric Power Cooperative. The solid yellow line 
is the 154,000-volt transmission line proposed to be built from Bull 
Shoals Dam to Missouri City by Northwest Electric Power Coopera- 
tive with a 40,000-kilowatt steam power plant at Missouri City. The 
solid red lines are the 832 miles of 69,000-volt line proposed to be built 
by KAMO Electric Cooperative, Inc. 

The solid blue line is the 154,000-volt transmission line proposed to 
be built by SPA from Mansfield, Mo., to Springfield to Carthage, Mo. 
This is part of the western Missouri project. The balance of the west- 
ern Missouri project is a substation to connect the northwest line at 
Clinton, Mo., estimated to cost $1,072,780. This substation is in the 
territory of the Missouri Public Service Co. 


SPRINGFIELD-CARTHAGE LINE 


I am Sppesing appropriations to construct that portion of the 
western Missouri project consisting of a transmission line extend- 
ing from Springfield to Carthage, Mo., with a substation at Carthage, 
shown as section A of the solid blue line on the attached map. 


PRIOR YEAR APPROPRIATIONS 


Senator Haypen. Has any money been appropriated for that line 
heretofore ¢ 

Mr. McKee. Yes. I will detail it. 

This portion of the western Missouri project is estimated to cost 
$2,001,985, of which $1,113,395 was appropriated for fiscal 1951; 
$570,000 was appropriated for fiscal 195 2; and $293,590 is being re- 
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quested for a fiscal 1953. No construction has been started on this line 
or on the substation, with the exception of some right-of-way clear- 
ance, 

1953 BUDGET 


Senator Haypen. There is nothing in the budget estimate for it 
this year? 

Mr. McKer. Yes, $293,590. 

The line to Carthage and the substation are represented as being 
necessary to serve the city of Carthage, the city of Lamar, and the 
KAMO Electric Cooperative, Inc. There are no customers proposed 
to be served by this line that are not now being served by the com- 
panies, or who cannot be served by the companies with Government 
power through the wheeling contract. 

The city of Carthage has its own power plant and has purchased an 
additional 4,000-kilowatt Diesel generating unit. Carthage has re- 
fused to execute a contract with SPA. E sinpire’s three transmission 
lines are available at the city limits of Carthage. The city of Lamar, 
which also has its own power plant, recently contracted to secure its 
additional requirements from the Missouri Public Service Co., whose 
transmission lines are adjacent to the city. 


REA DISTRIBUTING COOPERATIVES 


KAMO Electric Cooperative is a supercooperative which proposed 
to spend some $9,000,000 in Missouri and Kansas to serve distributing 
rural electric cooperatives which are now receiving service in Missouri 
from Empire or Missouri Public Service Co. The 832-mile network 
of transmission lines, the solid red lines, and substations, merely re- 
place substations and service now supplied by Empire or Missouri 
Public Service Co., or represent new points of delivery which the 
companies have offered to serve when needed. As seen from the map, 
this KAMO project is a network of duplicating lines and substations 
and is totally unnecessary. 

Under the proposed contract with SPA the distributing coopera- 
tives which desire to be served by KAMO can receive Government 
power without the expenditure of a single dollar for transmission 
lines—by SPA for the western Missouri project, by the supercoopera- 
tive KAMO, or by any distributing cooperative. In line with con- 
gressional policy, and in the interests of economy of both money and 
materials, the appropriation for the Springfield-Carthage section of 
the western Missouri project should be denied and past appropria- 
tions should be rescinded, 

Here is an opportunity to save $2,000,000 of Federal funds without 
interfering with the marketing of Government power to all REA dis- 
tributing ‘cooperatives and preferred customers. I repeat the state- 
ment that in the territory served by Empire and Missouri Public 
Service Co. there is no community, industry, or rural electric coopera- 
tive not receiving service, or which cannot receive service from com- 
pany lines, and that it has not been necessary in the past and will not 
be necessary in the future for any money to be spent by the Govern- 
ment to supply Government power to preferred customers in the area. 
For this reason we feel that the contract which we have negotiated 
with the Government should be placed into effect and the money 
saved in the building of these lines. 
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Senator Haypen. I wanted to inquire about the green line. It 
seems to run directly north to Bull Shoals and then on. I do not 
believe you made any mention of that. 

Mr. McKer. That is the line to be built by the Central Electric 
Cooperative. 

Senator Haypen. That is outside of your territory ¢ 

Mr. McKer. Yes. My discussion was about a portion of the West- 
ern Missouri project, that portion from Springfield to Carthage. 


BULL SHOALS POWER MARKETING 


Senator Haypen. My recollection of Mr. Wright’s testimony be- 
fore the committee was that somebody would have to build a trunk 
getting power from Bull Soals to southeastern Missouri, but not in 
your territory. 

Mr. McKee. I am not familiar with the southeastern situation. As 
1 understand it, the line from Bull Shoals up to a point near Mansfield 
is under construction and possibly that portion of it would be com- 
pleted this year. This is a line that is involved in litigation. The 
yellow line is the northwest line. 

Senator Haypren. The yellow line does go into your territory ¢ 

Mr. McKerr. Very definitely. 

Senator KNowLanp. So that I can be clear, is the yellow line start- 
ing at Bull Shoals and running up duplicating to where it ties in with 
whatever tie-in point there is where the first black line can be seen ? 

Mr. McKer. There is already and has been for years a 154,000-volt 
line of the same capacity from the Norfolk Dam and Bull Shoals 
Dam up to our hydro plant at Ozark Beach, Mo., on the White River. 

Senator Know Lanp. Is there any justification for shortening that 
line ¢ ’ 

Mr. McKre. We have opposed the building of the line from Bull 
Shoals as shown by the yellow line for the past several years, because 
there is already a line in existence from Bull Shoals to our system. 
If this contract is executed and we are able to place it in effect, we 
‘an transmit Government power over that line tomorrow. 

Senator KNowLanp. What is the distance on the line which appears 
to go south or whichever way it does go, according to the map / 

Mr. McKer. About 60 miles. 

Senator KNowranp. You do not get any material power losses on 
the lines that the short cut would save? I mean from an economic 
point of view. 

Mr. McKer. That line is the line being constructed by the North- 
western Power Cooperative and supercooperative which is under a 
lease contract with the SPA to use and purchase. 

Senator Knownanp. Is that one of the lines under litigation ? 

Mr. McKerr. Yes. In fact, as I understand, and my attorney can 
speak better on the legal aspects than I, but the green line which you 
see to the right, the yellow line to the north and the red line of KAMO 
would all be affected by the litigation. 


MISCELLANEOUS CONSTRUCTION 


In the 1953 budget there is a request for $400,000 for miscellaneous 
construction. Since one of the purposes of the proposed contract with 
SPA is to make unnecessary the expenditure of money by the Gov- 
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ernment where facilities can be provided with investor capital by the 
electric companies, it seems unwise and unnecessary for the Congress 
to appropriate to the SPA miscellaneous funds to build transmission 
lines. The need for the SPA to build any transmission lines in the 
future working under the proposed agreement would occur only if the 
companies are unable to provide sufficient facilities to meet the Gov- 
ernment’s needs. In this event SPA would be in position to seek 
specific appropriations. 

I feel this matter of miscellaneous appropriation for construction 
of transmission lines in effect partially destroys the intent and pur- 
pose of this contract which we have worked so earnestly to sbbaa ia 
To illustrate: From previous appropriations for miscellaneous con- 
struction there is a carry-over of $977,077 and a request is being made 
for fiscal 1953 for $400,000, or a total of $1.377,077. If this current 
request is granted and this fund is allowed to continue to build up, 
SPA will have in effect the same thing as a continuing fund only it 
is for construction. Then the administrator would never have to come 
to this committee to obtain any authorization for lines because he 
would have enough money to build any lines that he might desire 
without seeking congressional approval. 


CONSTRUCTION PROVISION IN CONTRACT 


In the proposed contract we were unable to write in any specific 
prohibition against the Government serving towns in which we retail 
and for which our investors have made possible the service under the 
proper laws and regulations of the commissions. The only protec- 


tion we have in that regard under the proposed contract is that we 
are not obligated to transmit Government power for the account of 
the Government to communities where we are retailing. That does 
not prohibit SPA from building its own lines or taking off from any 
existing lines which SPA built through appropriations, or which it 
may lease from some supercooperative. 

We have no protection from such lines, except that we have the 
privilege and the right to come before this committee and point out 
the fact that the lines would take away our business which we have 
been serving. It is my understanding that it has never been the 
intent of this committee or of the Congress for the Government to 
destroy us, or to take away from us the retail business which we have 
been serving and for which we have provided the facilities. It offers 
us protection to have an opportunity to review specific appropriations 
for lines and to appear before your committee to call your attention 
to the effect of such construction on our business. 

I feel that if the committee does not limit this miscellaneous con- 
struction appropriation, we have lost a definite protection which we 
believe we had in considering this proposed contract. The electric 
companies are entering into this contract in good faith. They are 
financially able to build any facilities which may be required. We 
feel that the committee should examine the request for miscellaneous 
construction fund to make sure that there are no future lines built by 
the Government that are unnecessary and wasteful in the light of the 
existence of the pending contract and to give the electric companies 
in the area an opportunity to demonstrate their good faith atv their 
ability to carry out the contract to the satisfaction of the Congress. 
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By retaining contro] of the use of all funds for the construction of 
lines, the Congress could give the administration of the contract wise 
supervision and dispose of this long-standing controversy in the 
Southwest. 

I urge, therefore, you make efforts to have our contract approved 
by the Interior Department and I urge that you rescind the funds 
for the Carthage line and deny the appropriations for this year for 
that purpose. 

As set out in the apendix to my statement, you will see the details 
of the cost of this project and the procedure which might guide you 
in carrying that out. Thank you, gentlemen, very much. 


CONTINUING FUND 


Mr. Wickes. Senator, in my statement I speak to two matters. 
One is the $1,425,000 appropriation which is asked from the continu- 
ing fund this year. I think I can cover it very quickly by reading a 
statement made before the House: 


Continuing fund, Southwestern Power Administration: An appropriation of 
$231,000 is recommended instead of $1,425,000, which was requested. The total 
budget request was to be used for the purchase of power, the payment of wheeling 
charges and the rental of transmission facilities of electric cooperatives and 
publie utilities in the Southwestern Power Administration area. Payments to 
three of the six organizations, two Oklahoma utility companies and the M. & A. 
electric cooperative are to cover the costs of wheeling Government power over 
their transmission lines to preferred customers. The $231,000 recommended 
for appropriation is for the purpose of meeting these costs. 

They estimated they would have 151 million kilowatt-hours sold 
under the Oklahoma contracts and 30 million kilowatt-hours that 
would be sold under the M. & A. contract. That comes to $231,000. 

Senator Haypen. The House allowed that ? 

Mr. Wixxkes. Yes, sir. 

The program proposed to the committee also included the purchase of all power 
generated by the other three organizations and the rental of all of their trans- 
mission facilities. The questions as to whether or not REA allotments to co- 
operatives can be used for the construction of generating and transmission facil- 
ities to be rented in total to the Southwestern Power Administration for the 
purpose of ‘serving its customers, and the question of Southwestern Power Ad- 
ministration’s authority to purchase steam-generated electric power and energy 
have been placed before the courts. In view of this fact the committee has de- 
ferred all funds programed for the purchase of power and the rental of facili- 
ties from the Central Electric Power Cooperative and the Show-Me Power Corp. 
of Missouri and the Western Electric Cooperative of Oklahoma amounting to 
$1,194,000 in total. 


COURT LITIGATION OF POWER CONTRACTS 


We are asking this committee to follow the same plan as the House. 
Senator Kerr in his statement about our lawsuits was quite a little 
less than fair. We have two lawsuits down there against the SPA, 
the Secretary of the Treasury and the Secretary of Agriculture as 
well as the Secretary of the Interior. One of those lawsuits is in 
Arkansas brought by four utility companies down there—Arkansas 
Power & Light, Southwestern Gas & Electric, Arkansas-Missouri 
Power Corp., and Oklahoma Gas & Electric Co. 

In the Arkansas law the cooperative had to come before the utility 
commission and ask for a certificate of convenience and necessity. 
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The Governor down there is running on an antiutility ticket. His 
commission granted this certificate of convenience and _ necessity. 
Then we took them to the courts. The circuit court of Pulaski 
County, Ark., has ruled on it. I want to file with the committee a 
statement in regard to that. 

(The statement referred to follows:) 


(For Commission decision see p. 1418.) 
In THE Circuit Court ofr PuLaskKi County, ARK., SECOND DIVISION 


Arkansas-Missouri Power Co., Arkansas Power & Light Co., Southwestern Gas & 
Electric Co., and Oklahoma Gas & Electric Co., petitioners 


vs. 


Arkansas Public Service Commission and Arkansas Electric Cooperative Corp., 
respondents 


No. 37762 
STATEMENT AND CONCLUSION 


On January 30, 1951, Arkansas Electric Cooperative Corp. (referred to as 
“Arkansas Electric’) fled an application with the Arkansas Public Service 
Commission for a certificate of convenience and necessity “Toe construct, main- 
tain, and operate” a 30,000-kilowatt steam electric generating plant near Ozark, 
Ark., and “To construct and operate,” through lease, 544 miles of 69-kilovolt 
transmission line with appropriate substation facilities. 

Arkansas Electric is a federated cooperative organized pursuant to Act 342 
of the 1987 acts of the Arkansas General Assembly (77-1101-1136 Arkansas 
Statutes) and derives its authority from said act. 

Extensive and detailed hearings were held by the public service commission 
on the application filed as aforesaid and such hearings resulted in numerous 
volumes of testimony and exhibits. 

An August 11, 1951, the commission by a two-to-one vote acted favorably on the 
application and ordered that a certificate of convenience and necessity be issued. 
There was a lengthy opinion by the majority and an equally long dissenting 
opinion by Chairman Scott Wood. The case is here on appeal and will be 
reviewed pursuant to the provisions of section «73-233 (d) Arkansas Statutes 
(1947). 

There are involved in these proceedings two complicated, technically worded, 
and confusing contracts that are not easily understood by one who is not trained 
in the production and distribution of electric energy. However, it is conceded 
by all the interested parties, that the contracts provide that Arkansas Electric 
will sell all of the electric energy generated at the proposed steam plant to South- 
western Power Administration (SPA) for a period of 40 years. 

Act 542 of 1937, above referred to, provides that electric cooperatives such as 
Arkansas Electric may dispose of electric energy only to its members and to 
other cooperatives (or the members thereof) organized under the same act. 
Southwestern Power Administration does not fall within either of the above 
groups since it is a governmental agency created by Executive order. And more- 
over, the National Congress which prescribes the powers and duties of SPA 
only vests that agency with authority to sell and distribute hydroelectric energy 
produced by dual-purpose flood-control dams. It is not authorized to purchase 
energy produced by steam plants. 

Arkansas Electric says, “The advantages to Arkansas Electric of the sale of 
steam-plant output and the lease of the facilities to SPA, rather than the direct 
use thereof by Arkansas Electric, are apparent.” This is doubtless true, but 
that is a problem which addresses itself to the legislative branch of the Govern- 
ment and not the judicial. 

With the advancement and progress of the country, the courts have not been 
blind to changing conditions. The need for liberal interpretation of laws fur- 
thering the expansion of such worth-while programs as are sponsored by electric 
cooperative organizations has consistently been recognized by the judiciary. On 
the other hand, the courts should be equally as zealous in avoiding an invasion 
of the legislative field. When the lawmaking body of this State prescribes in 
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clear and unambiguous language what one of its creatures (meaning any cor- 
poration created pursuant to the laws of Arkansas) may or may not do, the 
eourts cannot in good conscience decree that the creature may do otherwise. 
To do so would be contrary to all judicial precedent and would amount to a 
clear invasion of the constitutional prerogatives of the general assembly. The 
contracts entered into by Arkansas Electric and SPA are obviously void, because 
the contracting parties do not have the power to make such contracts. Since 
the agreements are the crux of Arkansas Electric’s plan for carrying out the 
proposed construction, it necessarily follows that the proposal fails and that the 
public service commission acted arbitrarily in granting the certificate of 
convenience and necessity. 

There are numerous other points which the petitioners in this court urge as 
being decisive of the case. These points (as is the one mentioned hereinabove ) 
are ably covered in the dissenting opinion of the chairman of the public service 
commission, and the commission chairman’s dissenting opinion is adopted as 
the findings and conclusions of this court. 

The attorneys may prepare a judgment reversing the order of the public 
service commission and dismissing the application of Arkansas Electric. 

Guy AMSLER, Circuit Judge. 

Dated: March 5, 1952. 


ARKANSAS PUBLIC SERVICE COMMISSION 
Docket No. U-511 


Re: Application of Arkansas Electric Cooperative Corp, for a certificate of con- 
venience and necessity to construct, maintain, and operate a 30,000-kilowatt 
steum-electric generation station near Ozark, Ark., and for a certificate of con- 
venience and necessity to construct and operate, through lease, 544 miles of 
60-kilovolt transmission line with appropriate substation facilities 


DISSENTING OPINION OF CHAIRMAN SCOTT WOOD 


I am unable to agree with the findings and opinion issued by the majority 
of the Commission and an therefore forced to dissent from its order. 

Arkansas Electric Cooperative Corp. (hereinafter referred to as applicant) 
requests the Commission to issue it a certificate of convenience and necessity au- 
thorizing it to construct, maintain, and operate (a) a 30,000-kilowatt steam 
electric generating plant, and (6) 544 miles of 69-kilovolt transmission lines and 
22 step-down substations. The cost of both the generating station, transmis 
sion lines, and related facilities is estimated to be in excess of $10,000,000. 

There is no dispute about the use which the applicant proposes to make of the 
facilities if they are constructed. The entire output of the generating station 
for a period of 40 years is to be sold to SPA and celivered into its transmission 
system, extending from southeast Missouri through the State of Arkansas, into 
Oklahoma, thence on into Texas. This transmission network of SPA connects 
with the hydroelectric facilities owned by the Federal Government and operated 
by its Department of the Army located at Norfork Dam and Bull Shoals in 
Arkansas, Denison Dam in Texas, and probably other dam sites. The generating 
station is to be operated as a base load at an S85 percent load factor and its output 
will enable SPA to have additional firm power for sale in excess of that generated 
at said hydroelectric projects. 

The 544 miles of transmission lines will be tied in with SPA’s transmission 
network and are to be located so as to transmit electric energy to points of de- 
livery to the three local rural electric-distribution cooperatives, the aggregate 
maximum demand of which in the year 1950 was less than 10,000 kilowatts and 
said maximum demand in 1959, it is estimated by applicant's witnesses, will 
approximate 28,000 kilowatts. 

The three distribution cooperatives operate on less than a 50 percent load 
factor. 

The arrangements and contemplated use of the facilities are set forth in 
two separate contracts by the SPA and the applicant introduced in this record. 
Under one contract, applicant proposes to sell and SPA to purchase electric 
energy generated by said plant. Another section of this sume contract provides 
that SPA sells to the applicant and delivers to the three distribution coopera- 
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tives their requirement of electric power and energy. The price at which this 
energy will be sold by SPA is based upon what is known as SPA rate A, which 
is a temporary rate put into effect with the approval of the Federal Power 
Commission, and is subject to reexamination at any time and will be reexamined 
under the orders of the Commission not later than February 1953. 

The 544 miles of transmission lines are by a separate contract leased to 
SPA for a period of 40 years. As a consideration for this lease, SPA is to 
maintain the lines, operate them, pay the interest due upon funds borrowed 
for their construction, and, in addition, a sufficient amount to amortize the 
investment in them over a period of 35 years. SPA has the right to purchase 
those lines at any time for the balance due thereon, and when their debt is 
amortized, it has the right to purchase for the consideration of $10. 

The conclusion is irresistible from the uncontradicted testimony that the 
proposed electric-generating station and transmission lines are for the use 
and benefit of SPA, that the carrying capacity of the transmission system with 
additional points of connection which SPA plans to make will be approximately 
four and one-half times the projected 1959 loads of the three cooperatives, 
and that the capacity of these lines in excess of the requirements of the distri- 
bution cooperatives will be used by SPA to serve any customers whom it may 
choose to serve in northwest Arkansas and who will use electric power and 
energy in wholesale quantities. 

The record further shows that SPA’s Norfork-Denison transmission lines 
serve as a main collection bus for the hydroelectric power and energy generated 
in that area and that the power and energy generated by the proposed steam 
plant will be taken into this same collection bus, intermingled and transmitted 
with hydro power and used to serve any customer who desires service from 
the United States Government. And, further, the testimony is conclusive that 
SPA may serve any customers through the transmission lines which applicant 
proposes to construct and lease whom it may choose to serve in wholesale 
quantities. 

SVA is an agency of the United States Government, created and authorized 
to sell only the surplus hydro power generated by the hydro facilities owned by 
the Government. More will be said later of the authority of SPA. 

Several years azo SPA undertook to secure appropriations from Congress 
for the purpose of building generating plants throughout Missouri, Arkansas, 
Oklahoma, and Texas, the plan being that the generating plants would supply 
the firm power and that the hydro projects would supply peaking power. Con- 
gress unqualifiedly turned down this appropriation. 

Applicant was organized under act 342 of the acts of the General Assembly 
of Arkansas, 1937 (sees. T77-1101—77-1136, Ark. Stats.). Applicant was organized 
by Arkansas Valley Electric Cooperative Corp., Ozark, Carroll Electric Coopera- 
tive Corp., Berryville, and Ozarks Rural Electric Cooperative Corp., Fayetteville, 
Ark. The three distribution cooperatives were all organized under act 342 and 
are providing electric service in west and northwest Arkansas under authority 
of certificates of convenience and necessity granted by this Commission. The 
three distribution cooperatives have entered into contracts with the applicant to 
purchase their requirements through applicant from SPA for a period of 40 years. 

The applicant has a conditional contract with the Rural Electrification Ad- 
ministration whereby the Administration, an agency of the United States Govern- 
ment, will furnish funds for the construction of the generating plant and the 
544 miles of transmission lines. One of the provisions of the loan contract is that 
it will not advance any funds unless and until the contracts between the applicant 
and SPA of the general nature and tenor as above-outlined are executed. 


The applicant does not have the corporate power to do the things it proposes to do 
and secks authority to do 

The petition requests the certificate for the express purpose of allowing appli- 
cant to build and operate the plant for the purpose of selling and delivering the 
entire output thereof to SPA. 

It is the contention of the interveners that since SPA cannot qualify as a 
member of the applicant and is not a corporation organized under said act 342, 
that the applicant does not have the corporate power to sell any enerrvy to SPA. 

This is a legal question which the Commission must necessarily determine 
before it con grant a valid certificate. If the applicant does not have the power 
to sell SPA the entire output of the proposed generating plant, and such power 
has been withheld from it by the legislature, the Commission may not authorize 
the applicant to do something which it has no corporate power to do, 
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While this is a legal question, its determination is merely incidental to the 
final action of the Commission. 

It is the duty of the Commisison to pass on this question initially. See Pitts- 
burgh Railway Company et al. v. Public Service Commission (174 Atl. 670). 
Numerous other cases might be cited to the same effect. 

While it is true that the applicant in its brief took the position that the Com- 
mission had no power to pass on-any legal question arising in a proceedings of 
this character, it apparently abandoned the position on oral argument. 

The majority opinion construes the powers of applicant to be such as would 
authorize it to sell the output of the plant to SPA. With this conclusion I 
cannot agree. 

As before indicated, the applicant is a corporation organized under act 342 
of the acts of 1937. The legislature was specific and particular with respect to 
the powers conferred upon a corporation under that act. 

Section 4 (4) of the act authorizes such a corporation to furnish and dispose 
of electric energy to its members only. Section 4 (6) authorizes it to furnish 
electric energy to other corporations organized under the act or to the members 
thereof, 

These provisions are definite limitations upon the powers of the applicant. 

Since the legislature has explicitly and expressly set out the corporate powers 
of applicant, those powers not mentioned in the act are denied to corporations 
organized under it. The maxim expressio unius est exclusio alterius applies. 
See Cook, Commissioner v. Arkansas-Missouri Power Corporation (209 Ark. 750, 
7 Fletcher Cyc. on Corporations, Sec. 3648, and 19 CJS, sec. 948f, p. 342). 

The Arkansas supreme court in construing act 342 in Arkansas-Louisiana 
Electric Cooperative, Inc. vy. Arkansas Public Service Commission (210 Ark. 
84), has held that cooperatives organized under the act may serve members only 
and are confined in their operation to rural areas as defined in the act. In 
that case the court had no occasion to discuss other limitations of the act, but 
as to the two mentioned, it expressly gave effect to the language of the act, and, 
of course, it would do the same with respect to the limitation that it can serve 
only other corporations organized under the act of their members. 

I am of the opinion that the applicant has no power to sell the entire output 
of its proposed plant to SPA, and for that reason the application for the cer- 


tificate to build the plant should be denied, since SPA cannot qualify under any 
of the requirements of act 342, is not a member of the applicant, is not a cor- 
poration organized under the act—in fact, is not a corporation at all, but merely 
an administrative agency of the Federal Government. 


SPA lacks authority to buy the power generated by the proposed plant 

SPA’s authority is granted by the Congress and is set out in section 5 of the 
Flood Control Act of 1944. 

Without quoting from the act, the authority conferred is confined to the sale 
of hydro power. It does not in any way relate to steam-generated power or give 
any authority for the purchase and sale of such power, 

Our system of government is dual in character. The Federal Government 
possesses only such powers us are expressly enumerated and delegated to 
it under the provisions of the Federal Constitution. All other powers, in 
the language of the tenth amendment, are “reserved to the States respectively 
or to the people.” The only authority vested.in the Federal Government to 
generate power and energy is that stated in article I, section 8, the com- 
merce clause, of the Federal Constitution which recited that Congress “shall 
have the power to regulate commerce with foreign nations and among the several 
States and with the Indian tribes.” The Federal Government under this express 
grant of power may constitutionally build structures for the control of floods 
and the improvement of navigation and if, in the building of such structures, 
there is created water power which may be converted into hydroelectric 
power and energy, such may be lawfully generated by the Government. When 
so generated this power and energy becomes property of the Government and 
may be disposed of under the disposal clause of the Constitution, article IV, 
section 3, which expressly grants to Congress the power to dispose of and 
make all needful rules and regulations respecting the territory or other property 
belonging to the United States. 

Since the power and energy created by the force and flow of water impounded 
by the Government dams is property “belonging to the United States,’ Con- 
gress has the power to dispose of it or to direct how it should be disposed 
of just as it did in section 5 of the Flood Control Act. There is no congres- 
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sional authority which can be stretched by the most liberal construction so 
as to authorize SPA to buy power for the purpose of selling it or to construct 
plants to generate power by steam for the purpose of selling such power. The 
record of this case shows, as heretofore mentioned, that SPA requested the 
Government to make appropriations for the purpose of constructing generating 
plants and transmission lines, which request the Congress denied. 

The record is conclusive that the power generated at this plant operated 
as a base load plant on an &85-percent load factor would be far in excess of 
the requirements of the three distribution cooperatives and that the proposed 
transmission lines would have a carrying capacity of four and one-half times 
the requirements of these cooperatives. 

The Administrator of SPA frankly admitted on the witness stand that the 
Government would sell this excess power to any customer it might choose pro- 
vided the customer would purchase in wholesale quantities, and stated that 
what “wholesale quantity” means is probably the $64 question. 

He frankly admitted that he would not agree not to use the transmission 
system leased from the applicant for the purpose of selling energy to customers 
of the interveners who might take in wholesale quantities. 

SPA is as much interested in this proceeding as the applicant and it is 
necessary for the Commission to decide whether SPA has authority and the 
legal capacity to do the things which it proposes to do under its contract with 
the applicant. 

In my opinion it is clear that SPA does not have such authority, and that 
the Commission should so declare. 

Since SPA does not have the authority to purchase the output of the proposed 
senerating plant and since such a sale is the only use which applicant proposes 
to make of such output, the certificate should be denied. 

Because of the opinion expressed above, | cannot agree that the arrangements 
proposed by the SPA and the applicant are compatible with the Flood Control 
Act. 

Applicant has argued the the intervening companies under their so-called 
wheeling contracts with SVA have sold power to the Government and that their 
position in the present proceedings is inconsistent with their position in the 
wheeling contracts. In my opinion such a position cannot give SPA power 
that Congress has withheld from it. 

In my opinion the wheeling contracts referred to are legal and proper, and 
in fact the only way without the great expense of constructing its own trans- 
inission lines that the Government is able to deliver its hydro power to the cus- 
tomers whom the Congress has designated as favored customers. As I under- 
stand these wheeling contracts, this is the way they operate: The Government 
sells all or a large portion of its hydro power generated at one of its dams. As 
a part of the consideration for such sale, the purchaser agrees to transport 
(wheel) over its own transinission lines and deliver to a cooperative or other 
customer of the Government a quantity of power (less than the quantity pur- 
chased by the company from the Government) at a point designated by the Goy- 
ernment on the transmission lines of the purchaser. 

Under the wheeling contract SPA, in effect, says to the purchaser of its hydro 
power: “I have a favored customer whom I desire to serve, but cannot deliver 
my hydro power to him because I have no transmission lines to carry the power 
to him. You have transmission lines which will reach my customer. I will 
sell this hydro power to you and turn it into your integrated system if you will 
agree to deliver to my customer the power which I have agreed to sell him.” 
Such an arrangement cannot be compared to applicants’ contract with SPA. 

The legislative history of the Flood Control Act and the REA Act shows 
plainly that the sponsors of these acts and other Members of Congress who took 
part in the discussions before the several committees intended that the Govern- 
ment’s hydro power should be carried over the privately owned transmission 
lines. 

In my opinion the wheeling contracts furnish a proper means of disposing 
of the Government’s hydro power under the provisions of section 5 of the Flood 
Control Act so long as SPA does not dispose of a greater quantity of power 
than the hydro power delivereca to it at the dams for disposal. 

It has been argued that by refusing to enter into reasonable contracts the 
private companies have it in their power to force the Government to sell its hydro 
power as dumping power at a price which will not pay for the construction of 
the Government’s hydro facilities. It seems to me that Congress has the 
power to prevent such results by authorizing the SPA to construct its trans- 
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mission lines for the delivery of its hydro power to its own customers and that 
this controversy between the SPA and the private utility companies should be 
settled by Congress if it cannot be settled by voluntary agreement of the 
parties. The record shows that the intervening companies have offered to buy 
all of the surplus power and energy generated at the Arkansas dams which are 
now in operation at a price higher than that which is being paid by the 
cooperatives, 


Motion to dismiss 


The interveners filed a motion in this cause to dismiss the application on the 
grounds that the applicant did not have the authority and power to sell the 
entire output of its plant to SPA and that SPA did not have the authority 
and power to purchase such output. 

It is my opinion that this motion is well taken and should have been sustained. 
Convenience and necessity 

The majority of the Commission, after disposing of the matters heretofore 
under discussion contrary to the views which I have expressed, proceeded to find 
that the public convenience and necessity required or will require the construc- 
tion and operation of the proposed facilities as heretofore outlined. 

This conclusion, in my judgment, is not sustained by substantial evidence, but 
is contrary to all of the evidence in the record when its effect is measured by 
the rules laid down by the courts for guidance of commissions in this character 
of proceedings. . 

The courts, generally, as well as the Supreme Court of Arkansas, have set 
forth the circumstances under which regulatory commissions may grant certifi- 
eates of convenience and necessity to operate in fields already occupied by 
others. 

In Missouri Pacific v. Williams (201 Ark., 895), the supreme court said: 

“The general rule is that a certificate may not be granted where there is exist- 
ing service in operation * * * unless the service is inadequate or additional 
service would benefit the general public, or unless the existing carrier has been 
given an opportunity to furnish such additional service as may be required.” 

This same rule was reaffirmed in Taylor v. Black Mctor Lines, Inc. (204 
Ark., 1). 

In substance, the foregoing rule has been announced by many courts and is now 
rather universally followed by regulatory commissions. 

It also appears that the most important factor for determination is proceed- 
ings of this nature is whether the territory is already adequately and reason- 
ably served. 

The undisputed testimony in this case is that the service furnished by the 
interveners to the three distribution cooperatives is adequate and is efficient at 
rates which are lower than the rate which will be applied by SPA under the 
proposed contract unless we find that a substantial profit will be derived from 
the sale of power and energy under the proposed contract. The present rates are 
lower, generally, than REA cooperatives enjoy in other parts of the Nation. In 
fact, in oral argument the applicant did not attack the present service or the 
ability of the present suppliers to supply adequate service. 


Competition 


It has been argued that competition caused by the Government sale of power 
and energy has been in the publie interest and has done considerable good in 
Arkansas in lowering the rates of the power companies to the cooperatives. In 
my opinion, this is true. In considering this question, however, we should not 
lose sight of the fact that the sale by the Government of power and energy 
generated by impounded waters is authorized under the disposal clause of the 
Constitution, and in the flood-control act the authority to sell is limited to the 
quantity of hydro power generated at the dam. The difference between the sale 
of hydro power as Government property and the creation and purchase of steam 
power for sale by the Government is too clear to require any argument. The 
former is legitimate disposal of property; the latter is contrary to the will of 
Congress and of the Arkansas legislature, and the established policies of this 
Commission. 

It has been suggested that the Government cannot offer much competition since 
its hydro power is only about 15 percent of the requirements of the area and 
it would acquire under the contract with the applicant only the output of a 
80,000-kilowatt plant. In a case of this kind, the controlling consideration 
should be the potentialities of the situation and in this connection it must be 
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remembered that the comprehensive plan presented by SPA to Congress, which it 
did not approve, called for the construction of steam-generating plants. The rec- 
ord further shows that there are now plans underway. for other cooperatives to 
build other generating plants under plans similar to the one offered in the 
present case. 

If the cooperatives were successful in securing steam-generating plants for 
the use of SPA and this Commission commits itself to that poliey, the only 
limitation on the number of plants constructed would be controlled by the 
desires of SPA for steam-generated power. 

Importation of power 

The majority called attention to the fact that a considerable portion of the 
power consumed in Arkansas is generated in other States. I consider this 
question immaterial. The question before this Commission is whether there is 
available adequate power at reasonable rates, and the record shows that there 
is. The present suppliers, as well as the public of Arkansas, should not be 
penalized because the State does not have an abundant supply of cheap gas. 

This Commission and the legislature have known for many years that large 
quantities of power were coming from plants at or near large gas fields in other 
States. No objections have been offered to this procedure. The record shows 
that the savings in low cost of generation by the construction of such plants 
near gas fields in other States is not offset by the transmission losses when the 
power and energy is carried over distances up to 300 miles. 

It is suggested that Arkansas does not have sufficient reserve of power on 
hand to attract power-consuming industries. The record shows that the area 
in question, considering the Government hydropower available there, has one 
of the most abundant supplies of electric energy in the entire country or will 
have in the near future, and that much power will necessarily have to be 
exported out of the area. 


Monopoly 


The section of the Arkansas Constitution which condemns monopolies does not 
take away the power to regulate public service companies under the police power 
of the State. It has been the policy, declared by our utility act, adopted and 
followed by this Commission, that regulated monopolies are desirable over 
wasteful duplication of facilities and ruinous competition which is inimical to, 
rather than beneficial to, the public interest. 


Duplication of facilities 

It was admitted! by all witnesses who undertook to testify in the matter on 
the question that if one utility had transmission lines and power adequately to 
serve a territory and another company ran lines to serve the same customers, 
such would be a duplication. In my opinion, the 544 miles of transmission 
lines proposed to be built will duplicate lines now adequately serving the area. 

Although conceding that the limited competition brought about by the legit- 
imate sale of Government-owned hydro power has been beneficial, I deny that 
it will be beneficial to allow the Government to go into the business of buying 
power for sale, which practice would lead to an all-out competition by the 
Federal Government. In such a case the word “competition” would be a mis- 
nomer, for “no man can compete with his sovereign.” 


The applicant has failed to prove that the public convenience and necessity 
require the granting of the certificate 

The record shows that the rate at which the distribution cooperatives are 
presently receiving power is one of the lowest in the country and is less than 
the rate which they will have to pay for power they will purchase under the 
proposed arrangements; that the service is adequate and at reasonable cost: 
that the outages on the line of the rural-electric cooperatives were largely due 
to unavoidable casualties such as ice and storm. 

Applicant failed in its effort to prove low-voltage regulation on the com- 
panies’ lines and that point was abandoned. No complaint was ever made to 
the companies or to this Commission that would indicate inadequate service. 

The only calculation by which a savings is shown to result to the distribu 
tion cooperatives is based on the estimates of applicant’s engineers that the appli- 
cant will receive a substantial profit by its proposed sale of power to SPA over 
and above cost of operating its plant, interest on the money invested therein, 
and the repayment of the borrowed funds. Whether such a profit will result 
is too uncertain and depends on too many contingencies for a regulatory com- 
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mission to accept. In this period of extreme inflation, it is very difficult to 
forecast the cost of constructing the plant. It is not certain at this time what 
the distribution cooperatives will have to pay for electric energy under the 
proposed arrangements. 

Conclusion 

I am unwilling to give approval to a contract that is ultra vires and which is 
contrary to the will of the Arkansas Legislature as expressed in the Rural 
Electric Cooperative Corporation Act, and against the will of Congress expressed 
by its denial of SPA’s requested appropriations, the Flood Control Act, and the 
legislative history shown by the exhibits relating to the REA Act and the Flood 
Control Act. 

Scorr Woop, Chairman. 

Senator KNow.anp. When did they rule on it? 

Mr. Winxes. March 5, 1952. Judge Amsler says this: 

The contracts entered into by Arkansas Electric and SPA are obviously void, 
because the contracting parties do not have the power to make such contracts. 

When Senator Kerr says we are dilly-dallying with this lawsuit, he 
doesn’t know what he is talking : about. 

There is another item which the House failed to take out and it was 
just an oversight. We would like to ask this committee to take that 
out. 

Senator KNow.ianp. You have put that statement in the record? 

Mr. Witkes. Yes. I thought you would like to read it. I think 
you would get an idea about what our lawsuits are. 

The other lawsuit is pending in the district court of the District 
of Columbia, So far as that lawsuit is concerned, it is going pretty 
well. The court has ruled we have a right to stay in court. That is 
the reason we never got any decision on the TVA case. The court has 
ruled we have a right, where the companies could not stay in the 
court, to stay in court and a right to sue. We are in there anyway. 


ADMINISTRATION AND OPERATION 


This other item which I would like to discuss is for $500,000 which 

was in the requested appropriation for administration and ‘operation. 
The reason they say they need that is to take care of this 1,800 miles of 
line that we say they have not got any right to have. If you take out 
the $1,194,000, then you ought ‘to take out the $500,000 for operating 
the line, because we do not think there is any right to do that. 

Senator Knowranp. On this question what type of ruling was it 
in the district court that you had a right to stay in ¢ 

Mr. Arnotp. They filed a motion to dismiss. That motion was very 
thoroughly argued ‘by both sides. Later on they filed a motion for 
summary judgment and raised the same point. We explored the law 
and determined again we had a standing right tosue. I am not actual- 
ly in the case. Mr. McPherson is of counsel in the case. 

Mr. McPuerson. This was a correct and accurate statement. 


GOVERNMENT PURCHASE OF STEAM PLANTS POWER 


Mr. Wickes. Senator Kerr made a lot about all the money they are 
going to make out of these steam plants. I think that is the most 
fantastic thing I have ever seen in my life. I made up a statement 
showing three different plans that could be used for selling this power. 
I will read the first paragraph. 
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The present set-up for sale of power and energy by the Interior De- 
partment in the Southwest, whereby the Department of the Interior 
buys the complete output of several steam plants built by the REA 
funds and leases some 3,500 miles of transmission lines, is one of the 
most improvident arrangements that can be thought of. The total 
annual revenue that would be received by the Government by the sale 
of this power and energy as well as that produced from hydro sources, 
under the most favorable conditions by this plan, will be $10,193,296. 
The actual out-of-pocket cost to the Government in producing this 
revenue will be $10,948,250, or a net annual loss by this plan of $754,- 
954. So instead of making all these millions of dollars, somebody 
is going to put up $754,954 worth of loss. 


COMPARISON OF REVENUE UNDER CONTRACTS 


The M-5-R draft of contract between the Department of the In- 
terior and 12 companies in the Southwest as a contrast to this would 
produce, from the sale of hydro power only, $5,691,110 with operating 
expenses of $2,098,000, or a net revenue to the Government of $3,593,- 
110 per year. This will be almost enough to amortize the investment 
of Federal moneys in power facilities in the dams over a period of 50 
years. It takes about $3,700,000. 


PLAN A 


Please turn over to plan A. You see the listed plants they propose 
to build there, Northwest located near Kansas City, Mo., 40,000 kilo- 
watts; Central Missouri near Jefferson City, o 15,000 kilowatts ; 
Western Electric, Anadarko, Okla., 30,000 kilowatts, and Arkansas 
Electric, Ozark, Ark., 30,000 kilowatts. That totals 115,000 kilowatts. 

Under the contracts which they have made with the cooperatives 
the Government buys on an 80 or 85 percent annual load factor. 
They pay that minimum bill. That means about 7,500 hours of the 
full capacity of the plants they have to buy from these co-ops. If you 
take that 7,500 hours times 115,000 kilowatts, it will give you roughly 
800 million kilowatt-houys that will be available to be sold. That 800 
million kilowatt-hours can be sold for 5 mills per kilowatt-hour or 
roughly $4,000,000. You take that and add it to the power you have 
in the dams from the hydro and you get a total revenue of $10,193,296. 


PLAN B 


Please refer to plan B. The total revenues under cooperative con- 
tracts is $10,193,296. ‘Total expenses are $10,948,250—$7,000,000 was 
the sum Senator Kerr tried to get out of the Treasury of the United 
States through his $300,000 continuing fund which was changed last 
year. That would result in an actual Joss to the Federal Government 
of $754,954, the most fantastic thing you ever saw. 

Another thing this M—5-R contract is concerned with, and I am 
glad to see the cooperaitve members here—immediately upon the sig- 
nature of that contract power and energy is going to be available from 
the Gulf of Mexico to the Iowa Sti ite line. I see Mr. Potts is here 
from the Sam Houston cooperative. He can get it, although he is 600 
miles away from those dams. Because of that contract he can get it 
immediately, and the Government or anybody else does not have to 
spend a nickel to get it down there. The same thing is true toward the 
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Towa State line. The same thing is true all over Arkansas. When that 
contract is made, the power is going to be available to every coopera- 
tive there. If this plan B dez ls goes through, I do not know what the 
solution will be, but if the deal goes through the cooperatives are going 
to find themselves with a halter around their necks. Some day they 
are going to wake up to it. They have been sold a bill of goods have 
If they can find anything wrong with my statement, I would like to 
hear about it. 
POWER RATES 


The cooperatives in Missouri last year paid just a little over 1 cent 
a kilowatt-hour. Under this, M—5-R draft they will get it for 5 or 
514 mills per kilowatt-hour. The cooperatives in Missouri will save 
somewhere over $1,800,000 a year. They do it automatically without 
having to know whether they are going to make money on their con- 
tracts or not. 

Mr. Chairman, I would also like to supply for the record this com- 
parison of revenue “ be derived by the Government. 

(The statement referred to follows :) 


COMPARISON OF REVENUE To BE DERIVED BY THE GOVERNMENT BY SALE OF POWER 
AND ENERGY FROM MULTIPLE-?URPOSE DAMS IN THE SQUTHWEST THAT WILL BE 
IN OPERATION JANUARY 1, 1954 


The present set-up for sale of power and energy by the Interior Department 
in the Southwest, whereby the Department of the Interior buys the complete 
output of several steam plants built by the REA funds and leases some 3,500 
miles of transmission lines, is one of the most improvident arrangements that can 
be thought of. The total annual revenue that would be received by the Govern- 
ment by the sale of this power and energy, as well as that produced from hydro 
sources, under the most favorable conditions by this plan, will be $10,193,296. 
The actual out-of-pocket cost to the Government in producing this revenue will 
be $10,948,250, or a net annual loss by this plan of $754,954. The M-5-R draft 
of contract between the Department of the Interior and 12 companies in the South- 

west as a contrast to this would produce, from the sale of hydro power only, 

$5,691,110, with operating re of $2,098,000, or a net revenue to the Govern- 
ment of $3,593,110 per year. This will be almost enough to amortize the invest- 
ment of Federal moneys a power facilities in the dams over a period of 50 years 

So far there are three different proposals for disposal of power and energy 
from multiple-purpose dams now under construction or now operating in the 
Southwest. These dams are (1) Denison Dam, (2) Norfork Dam, (3) Bull Shoals 
Dam, (4) Ten Killer Ferry Dam, (5) Fort Gibson Dam, (6) Narrows Dam, (7) 
Blakely Mountain Dam, (8) Whitney Dam. Since Narrows, Blakely Mountain, 
and Whitney Dams are isolated, they will not be included in the following 
analyses. 

The three plans for disposition of power and energy from dams (1) through 
(5) are as follows: 

PLAN A 


By building 2,221 miles of transmission lines at Government’s expense to serve 
customers of Government in the area: 

This plan was described in detail by Southwestern Power Administration in its 
Power Marketing Report, gotten out by the Tulsa office bearing date of October 
1948. 

PLAN B 


By contracts with supercooperatives for the construction by them of 3,500 
miles of transmission lines and four steam-generating plants described in tabula- 
tion directly below: 

Kilowatta 
. Northwest located near Kansas City, Mo ave ; pe 40, 000 
. Central Missouri, near Springfield, Mo 15, 000 
. Western Electric, Anadarko, Okla . 30, 000 
. Arkansas Electric, Ozark, Ark 30, 000 


115, 000 





1336 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


Under this plan, SPA leases the lines from the generating and transmission coo)- 
eratives in their entirety, paying enough to the cooperatives to cover interest 
and amortization for 4 period of 40 years, after which time the lines become the 
property of Southwestern Power Administration upon the payment of $10, and 
Southwestern Power Administration further buys the complete potential output 
(not the actual output, but all that the plans are capable of producing with a 
minimum, based on 85 percent load factor, or 7,500 hours per year of full capacity 
whether the generator turns over or not) for a period of 40 years. Southwestern 
Power Administration further operates and maintains transmission system at its 
exclusive expense. 
PLAN © 


By contracts with Texas Power & Light Co. (signed April 4, 1947) ; Oklahoma 
Gas & Electric Co.-Public Service Co. of Oklahoma (signed July 13, 1950) ; and 
a contract with 12 companies operating in the remainder of the Southwest (which 
was negotiated in the closing weeks of 1951, and which has been on the desk of the 
Secretary of the Interior for approval since January 7, 1952 

Under these contracts, power and energy is delivered to the companies for use 
primarily in their peak loads. A proportionate part of the power and energy thus 
received “on peak” by the companies is made available 24 hours per day to the 
customers of the Government, i. e., cooperatives and public bodies, with Govern- 
ment paying a “wheeling charge” of 1144 mills per kilowatt-hour for such delivery. 

The results obtained by the three plans are as worked out in detail on the 
following pages. However, they may be briefly summarized in the accompanying 
table. 


Summary of annual results obtained by Southwestern Power Administration under 
various plans of operation 


| Plan A Plan B Plan C 
} ~ — —_ 
Gross revenue Ee aeia ce . --=-| $5,880,796 | $10,193,206 | $5, 691, 110 
Operating expenses - - . ed aaah ty 3, 054, 500 10, 948, 250 | 2, 098, 000 


Net from operation available for interest and amortiza- 
tion on power facilities in dams-..............------.- 2, 826, 296 1 (754, 954) 3, 593, 110 


i Red figure. 


NotTe.—The same preferred customers are served under either plan. 


Pian A 

Table 2, “Available power and energy” taken from “Economic feasibility of 
proposed system” as submitted by Southwestern Power Administration, under 
date of Tulsa, Okla., December 1948, gives the following data: 


Project Installed | Primary | Average 
ojec kilowatts energy | energy 


| Millions of | Millions of 
kilowatt-hours kilowatt-hours 
Denison 70, 000 140.0 | 267. 
Norfork ea 70, 000 108. 6 168. 
Bull Shoals ; 126, 000 414.4 568. 
Fort Gibson. . i iapilir via sided , ” gee 49, 200 | 6 190 
Ten Killer Ferry : RP RIOTS 34, 000 | j 
Total islet . 349, 200 | 
| 


Table 4 of the same document shows the sales value of this power and energy 
to be: 


Firm sales (899,800,000 kilowatt-hours) ~.---.._..---..--..__.-.--_ $5, 215, 546 
Excess energy : 
Dump (132,000,000 kilowatt-hours, at 1144 mills) —---- 165, 000 
Secondary (200,100,000 kilowatt-hours, at 244 mills) 500, 250 


5, 880, 796 
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These figures do not include isolated projects such as Narrows, Blakely Moun- 
tain, Whitney Dams, etc. 
Table 5 of the same document shows annual expenses : 


Production |T ransmission Total 


Investment. i i a A os 0 ee $38, 200,000 | $158, 200, 000 


Operation, maintenance and overhead - -. allan : 768, 000 , 200, C00 1, 968, °00 
DE, Sic cs Sade cua ce bekue dnUcs oawdb ch lacwedaa ns 800, 000 | 286, 500 | 1, O86, 500 


Total operating expenses (without Blakely credit which 3 
in nonexistent) See renea ee 568,000 | 1, 486, 500 3, 054, 500 
t 


Note.—That these estimates provide for the delivery over lines of the Government of all power and 
energy from the dams of table 4. 
Had these figures been ap; roved and had worked out as estimated by Southwestern Power Adm inis- 
tration, we would I ave: 
Aniual sales ' eon ; abies ceo hatechindligts ela acesnuie: ee 
Annual actual cost___- i : .. 3,054, 500 


Balance...........- Eat oe eS ee SEA es 


This amount would then be available for amortization of investment in power 
facilities in the dams. It will not, however, be sufficient to amortize the invest- 
ment during a 50-year period, as such amortization would require approxi- 
mately a net of $3,700,000 per year. This means rate schedule A as now in effect 


eo 


will have to go up when reviewed as of February 13, 1953, by at least 35 percent. 


Plan B 

Study of results obtainable under the contracts with the cooperatives for pur- 
chase of output of 115,000 kilowatts steam and lease of 3,500 miles of trans- 
mission lines: 

The steam plants would produce in a year at 85-percent annual load factor 
(the minimum of the contracts) a total of 862,500,000 kilowatt-hours (7,500 
hours times 115,000 kilowatts). It is assumed that this power and energy can 
be sold at 5 mills per kilowatt-hour, in its entirety, in addition to the total 
power and energy from hydro sources. 


Revenues: 
From sale of hydro power and energy Lgussume 90; 880, 706 
From sale of steam power obtained from co-ops_...-..._._....--. 4,312,500 
Total revenues under cooperative contracts_.__.____.___-_---_-_- 10, 198, 296 
Expenses : 
Purchase of steam power from cooperatives based on $5 average 
CORR es CO ei zi oki 4, 743, 750 
Rental of lines of cooperatives 1, 400, 000 
Operation and maintenance of lines of cooperatives, 3,500 miles, 
at $500__- . bia ee 1, 750, 000 
Total expenses by reason of cooperative contracts_..._-___.._. 7, 893, 750 
Expenses from table 5 of SPR, 1948 memo 3, 054, 500 


’ 


Total 10, 948, 250 


Resulting in a minimum annual loss of $10,198,296 (maximum revenue under 
plan) less $10,948,250 (minimum expenses under this plan) of $754,954, with 
nothing for interest or amortization required by law. 

Plan C 

If instead of either of these plans, Southwestern Power Administration pro- 

ceeds with the contract with the 12 companies, in addition to contracts now in 


force with the Texas and Oklahoma companies, the estimated results would 
be as follows: 





1338 INTERICR DEPARTMENT APPROPRIATIONS, 1953 


Annual revenues to SPA: 
Sale of power tu cooperatives (using company delivery) $4, 599, 600 
Sale of power to companies 451, 260 
Sale of energy to companies 640, 250 


See te cacntnipic ie cneeateabeenel 5, 691, 110 


Annual expenses: 
Production ~ 768, 000 
Operation and maintenance—700 miles line (built by SPA be- 
Cee ene a a Re ak eee ee 350, 000 
Service charge, 1%4 mills per kilowatt hour on 784,800,000 kilo- 
Ne I a hice oa. eth anes ae eeabnas ak ieieabenmeyedeiebaa oananieae 980, 000 


TOUR) -OXPGOns wane pel aeeene eon nebanbe tas Ne ihe 2, 098, 000 


Net to apply against amortization 3, 593, 110 


This sum would still be insufficient to pay interest and amortization of in- 
vestment in dams for power facilities, and rate schedule A will probably have 
to be increased on February 13, 1953, but by a much smaller amount than under 
plan A. 

Plan B, the REA-Interior plan, not only costs the Government a loss of $3,- 
593,110+-$754,954=$4,348,064 per year but also a tax loss of approximately 27 
percent on $10,193,296 of revenue taken from the companies or a total annual 
loss to the Government of more than $6,000,000. The scheme is absurd. 


Mr. Wiikes. Thank you, sir. 

Senator Haypen. We have some witnesses from the cooperatives to 
be heard. It is now 12 o’clock. I wonder if they could come back 
at 2. 

Mr. Wirxes. Mr. Boogher wants to file his statement. 


STATEMENT OF M. C. BOOGHER, VICE PRESIDENT, MISSOURI 
PUBLIC SERVICE CO. 


CONTRACT FOR INTEGRATION OF POWER SYSTEMS 


Mr. Boocurr. I am M. C. Boogher, vice president of the Missouri 
Public Service Co. of Warrensburg, Mo. I would like to submit this 
statement for the record. 

Senator Haypen. That will be received. 

(The statement referred to follows :) 


STATEMENT OF CARL J. MASON, VICE PRESIDENT, Missourt Pustic Service Co. 


My name is Carl J. Mason. I am a vice president of the Missouri Public 
Service Co. (referred to in this statement as the company) which has its prin- 
cipal offices in Warrensburg, Mo., where I reside. The company supplies electric 
service in west-central Missouri. 

The company opposes all of the appropriations currently being requested by 
the Southwestern Power Adniinistration for the fiscal year ending June 30, 
1953, for the purpose of constructing transmission and substation facilities 
included in the western Missouri project located in the service area of Missouri 
Public Service Co. 

The company, along with other companies in the area, has recently negotiated 
a contract with the Southwestern Power Administration providing for the 
integration of this company’s facilities and the facilities of all the companies 
with those of the Government. The integration provided for in such contract, 
known as the M—5-R draft, will make power generated at Government-owned 
hydro projects available to preferred customers in the service areas of all the 
companies without the necessity of spending large sums df tax moneys and the 
use of critical materials for the construction of transmission lines and sub- 
station facilities. In addition, the integration will eliminate the construction of 
a transmission system which would duplicate the function now being per- 
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formed by the transmission line and substation facilities of the company. 
The company, along with the other companies, is willing to execute this contract. 
The M-5-R draft of the proposed contract has the approval of the Administrator 
of Southwestern Power Administration. 

Certain sections of the contract provide that prior to the Government con- 
structing any facilities within the territory of the company it (the Government) 
shall first notify the company of its desire to have such facilities constructed. 
Upon receipt of such notice the company shall then accept the obligation to pro- 
vide such facilities or notify the Administrator in writing that it is unable to 
provide the desired facilites. 

The fact that there may be in existence contracts between Southwestern Power 
Administration and certain supercooperatives (NW Electric Power Cooperative, 
Ine., and KAMO Electric Power Cooperative, Inc.) under which the Southwestern 
Power Administration agrees to lease certain transmission facilities from the 
cooperatives and construct certain other facilities with funds appropriated by 
the Congress, does not constitute sufficient reason for the Administrator to pro- 
ceed with the leasing and construction of such facilities without first giving the 
company the opportunity to comply with the terms of the M—5-R draft. 

The leasing and the construction of such facilities can be held in abeyance 
without any detrimental effect whatsoever to any power supply facilities which 
may be required by any of the above cooperatives, pending proof that the M—5—-R 
draft will work to the advantage and satisfaction of the cooperatives. To pro- 
ceed with the construction of such facilities at this time is in no way necessary. 

In view of the fact that the contract was negotiated pursuant to instructions 
given by the Congress at the time appropriations for the fiscal year ending June 
30, 1952, were under consideration, it is believed that good faith on the part of 
the companies and the Interior Department would dictate that the terms of the 
contract be made applicable at once and that all transmission line and substation 
projects previously under consideration by the Administrator be held in abeyance 
until after the company has been given an opportunity to comply with the terms 
of the M—5-R draft. 

There is no power shortage in the entire service area of the Missouri Public 
Service Co. There is no immediate future requirement within the area which 
cannot be met by the existing transmission lines, transmission lines under con- 
struction, the power generating sources of the company, and other interconnected 
power sources of the company. The company has never refused service to any 
new customer nor prevented any customer from expanding its use because of 
inadequate power or transmission line facilities. The company has, for many 
years, followed a consistent policy of anticipating the requirements of its service 
area and has provided adequate facilities at the time such facilities were required 
by increased load. This policy has enabled the company to maintain the lowest 
possible rates to all its customers. 

The company now serves 9 rural distributing cooperatives at 20 service 
points, having a total demand of 10,257 kilowatts. All of these requirements 
have been carried by the company without any forms of restriction on the cooper- 
atives. The company has committed to serve all of the anticipated requirements 
of the cooperatives, and supply additional service points whenever requested by 
the cooperatives. 

In the hearings before this committee, for the fiscal year ending June 30, 1951, 
a tabulation was filed by the Southwestern Power Administration, listing certain 
estimated loads of preferred customers in Missouri (p. 138) that can be served 
from transmission lines owned by certain cooperatives. One of such loads was 
the municipality of Lamar, Mo. On March 4, 1952, the Missouri Publie Service 
Co. executed a contract with the city of Lamar, in which the company committed 
to serve the power needs of Lamar. The fact that the company has assumed the 
obligation of serving the requirements of Lamar, and the fact that the city of 
Carthage has entered into a contract to purchase generating facilities capable 
of meeting all of its own requirements, show that there is no need for construct- 
ing the Carthage-Springfield 154-kilovolt line. 

In view of the above, it is respectfully petitioned that this committee deny, in 
its entirety, its appropriations for the construction of the western Missouri 
project. In view of the fact that the M-5-R draft has been negotiated, which 
provides for furnishing of facilities to all Government customers, it is re- 
spectfully requested that the committee withdraw appropriations previously 
made for the construction of western Missouri project facilities proposed to be 
located in the service area of the Missouri Public Service Co. 

It is also respectfully petitioned that this committee deny all funds presently 
being requested for miscellaneous construction projects. In lieu of a fund labeled 
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“Miscellaneous construction,” it is requested that the Southwestern Power 
Administration be required to list in specific detail all of the projects which are 
proposed to be constructed with funds appropriated by this committee during 
any fiscal period. 

A listing of projects in the above manner would enable this committee to retain 
control of the projects on which its appropriated funds are used by the South- 
western Power Administration. A singular advantage of such control would 
be that Southwestern Power Administration would be prohibited from construct 
ing a series of contiguous projects with miscellaneous construction funds which, 
in their entirety, will constitute a major project, when combined. 

The denial and withdrawal of the above-mentioned appropriations will result 
in tremendous savings of tax moneys and in no way hinder the delivery of power 
generated at Government-owned hydroelectric projects to the Government's 
customers in the areas of the companies. 


Senator Haypen. Is there anything else? 


STATEMENT OF J. D. JAMES, VICE PRESIDENT AND GENERAL 
COUNSEL. MISSOURI POWER & LIGHT CO., JEFFERSON CITY, MO. 


RULING OF COURT ON AUTHORITY TO EXECUTE CONTRACTS 


Mr. James. There is one additional ruling that has been made in 
the lawsuit brought by the 10 Missouri companies. Recently the 
judge who origin: ally denied the Government’s motion to dismiss has 
ruled that a separate issue should be tried to determine the legality 
or illegality of these contracts. That matter is now being discussed 
among the lawyers for the Govermment and the companies. 1 under- 
stand that they expect to be able to see the judge this coming Monday 
for the purpose of drafting or having him approve an order. At that 
time it will be determined as to what the scope of that order is and 
what the trial shall involve. 

After the determination of the scope of the order, it is expected 
that a trial upon that separate issue will be had the forepart of June. 
| think that brings the committee up to the present status of the 
lawsuit. 

I want to assure you, gentlemen, that this lawsuit is brought in 
good faith. We are sincere. We have approved this matter, Sena- 
tor Knowland, in the American way, as you pointed out, and have 
had the matter adjudicated in regard to whether we are losing our 
rights or not. We know of no better w: ay to do it. 

Senator Haypen. If the issue is narrow and that issue is deter- 
mined, that is all there will be to the suit ¢ 

Mr. James. I think not. It might be; it could be. If it is de- 
clared invalid and illegal, that is. 

Senator Haypen. On the other hand, if the declaration is the other 
vay, what would happen / 

Mr. James. I do not think that would eliminate the lawsuit. There 
are too many important questions which should be determined in 
matters of this sort. We feel they should be adjudicated so we will 
know where we are going from here on. 

Senator O’Manoney. I am sorry I was not present earlier in the 
hearing, but that was because of an unavoidable circumstance. I 
wonder if it would be imposing on the committee of I ask this present 
witness briefly to summarize what these issues are. I gather from 
your response to the chairman that in the adjudication. pending it 
would not terminate the conflict ? 
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Mr. James. No, sir; that is correct. 

Senator O’Manonery. Will you please summarize what the issues 
are? 

Mr. James. I wonder if I could call upon Mr, Arnold who has been 
through this whole matter and is more familiar with the details of it 
than I am. We have outside counsel handling it, but I think Mr. 
Arnold probably is better qualified to answer that question. 


ISSUES OF LAW IN COURT CASES 


Senator KNow.Lanp. I might say for the Senator’s benefit that ear- 
lier Senator Kerr testified. Duri ing the course of his testimony, as I 
recollect it, he indicated in his judgment the suits had not been entered 
in good faith. They were merely for the purpose of delay and pro- 
crastination to prevent this project from being carried on. 

I raised a question as a nonlawyer whether “he was trying to say to 
the committee whether the suits were purely frivolous and for that 
purpose, because that is what he seemed to convey to me and the 
gentleman was trying to answer, as these other gentlemen have, that 
the suits have been entered into in good faith and there have been 
some preliminary decisions which the court itself indicated there was 
at least an issue involved. 

Mr. Arnoxp. The issues I think may be placed under two general 
categories. The first category involves the Federal law. Under that 
category, of course, is the right of the Federal Government to buy 
steam electric generating power and to sell it under section 5 of the 
flood control act. 

We take the position that under that section the Federal Govern- 
ment has no right to do what it purports to do by these contracts. 

Second, there is a constitutional question involved as to whether 
or not the Federal Government, even though the Congress should au- 
thorize it, by a new statute, would have the constitutional right to en- 
gage generally in the power business. Then again you have got issues 
that revolve around the correct interpretation of the 1936 REA Act. 

We take the position that actually what is happening in these con- 
tracts is that REA money appropriated by the Congress to bring 
central station service to the people who were not receiving it has been 
devoted to the use of SPA, an arm of the Interior Department. We 
say that diversion is absolutely unauthorized by the law and is illegal. 

There are issues under the law that are controlling here, we think. 
We do not think that a rural electric cooperative that is organized 
under the laws of any REA incorporation act of any State has a right 
to serve anybody but its members. That is what our State law says. 
That is the law in Missouri, too, I think. Generally you will find those 
statutes provide that. 

We say the Federal Government cannot be a member of a super- 
cooperative and therefore this contract must fall because it is ultra 
vires under the State law. Our contention in that regard was sus- 
tained by this decision in Arkansas that Mr. Wilkes testified about. 
In fact, all the points that I have tried to enumerate to you briefly 
are covered admirably in this Arkansas opinion, and I hope that the 
members of this committee will see fit to read that opinion. It is 
most illuminating, and it certainly does illustrate these issues are 
real and genuine. There is certainly no fraud or sham about these 
lawsuits. 
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Senator O’Manonry. The opinion is made part of the record? 

Mr. Arnowp. Yes. 

Senator O’Manoney. I gather from your answer that we have here 
a controversy which involves not only ‘the cooperatives but the Gov- 
ernment of the United States, and since you say it is a constitutional 
question, I would infer from that that the plaintiffs intend to carry 
that to the highest courts. 

Mr. Arnop. I would think so, provided we have to go that far. 

Senator O’Manonery. So the decision to which reference was made 
by the chairman will not by any manner of means end this contro- 
versy so far as you are concerned ? 

Mr. Arnoip. The Arkansas case is now on appeal in our Supreme 
Court of Arkansas. That appeal will probably be determined not 
later than the first of January next year. 

Senator O’Manoney. How many companies are involved? 

Mr. Arnovp. There are four companies involved in this litigation. 
There are 10 companies involved in the district court suit here in the 
District of Columbia. 

Senator O’Manoney. Have you filed for the record a list of those 
companies ¢ 

Mr. Arnotp. Yes, sir. I think the companies are already in the 
record. 


CORPORATE STATUS OF REA COOPERATIVES 


Senator O’Manoney. Have you filed for the record a statement 
with respect to the corporate status of these companies, where they 
were organized, and what their affiliations are ? 

Mr. Arnowp. We will be glad to furnish that. 

Mr. Witxes. I think it has been filed. 

Senator O’Manoney. I want a summary of the incorporation, any 
statement of affiliation by way of subsidiary organization, or any other 
method of affiliation. In other words, a complete corporate history, 
so that it will be clear on the record how these companies have joined 
together for the prosecution of these suits. 

Mr. Arnoxp. I think that could be done. We will be glad to 
furnish that. 

(The statement referred to follows :) 

The plaintiffs in a suit brought in District Court of the District of Columbia 
against Government officials in respect to their making contracts between South- 
western Power Administration and the supercooperatives, are: 





Place of incor- 


Name of company poration 


Parent or holding company 


Kansas City Power & Light Co-_._- Missouri does Independently owned, 

St. Joseph Light & Power Co do...- bask Do. 

Missouri Power & Light Co__.. é oe The Union Flectric Co. of Missouri. 

Missouri Public Service Co Riciin bution Independently owned. 

Missouri Gas & Electric Service Co-- . ..| Independently owned (recently pur- 
chased by and merged with the Mis- 

| souri Public Service Co.). 

Union Flectrie Co. of Missouri sion al ape ech a | The North American Co.! 

Missouri U tilities Co scones nites eds do Independently owned. 

Arkansas- Missouri Power Co____-- Arkansas Do. 

Missouri F dison Co Missouri Do, 

The Empire District Electric Co_.........| Kamsas__-- Do. 


1 Plan now under way at the Securities and Exchange Commission to make Union Electric a publicly 
owned company. 
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The plaintiffs in a suit brought before the Circuit Court of Pulaski 
County (Arkansas) (now before the Supreme Court of the State of 
Arkansas) are: 


Place of incor- 


Ie > i % ¢ 7 
poration Parent or holding company 


Name of company 


meee — — en | 


Arkansas Missouri Power Co Arkansas..........| Independently owned. 

The Arkansas Power & Light Co ..do Middle South Utilities Co. 
Southwestern Gas & Electric Co Delaware , | Central & Southwest Corp. 
Oklahoma Gas & Electric Co Oklahoma. ----- Standard Gas & Electric. 


Senator Haypren. Does that conclude the testimony of the company ? 
Mr. Wiikes. I want to make one further statement. In regard to 
this case we have on appeal in Arkansas, the other men are appealing 
it. We got the decision from the court. The co-ops are the ones 
that are appealing that case. The court has passed on it in our favor. 
Senator Haypen. We will come back at 2 o'clock. 


AFTERNOON SESSION 
Senator Haypen. Mr. Wood. 


STATEMENT OF ERNEST C. WOOD, MANAGER, FARMERS ELECTRIC 
COOPERATIVE, CHILLICOTHE, MO., CHAIRMAN, POWER ADVISORY 
COMMITTEE OF THE SOUTHWEST 


SUPPORT OF SOUTHWESTERN POWER ADMINISTRATION BUDGET 


Mr. Woop. Mr. Chairman, I am Ernest C. Wood, of Chillicothe, 
Mo. I am the manager of the Farmers Electric Cooperative there. 
I am also chairman of our Southwest Advisory Committee on Power, 
which is a voluntary organization of representatives of electric coop- 
eratives and municipal utility organizations existing in the six-State 
area of the Southwestern Power Administration. 

The purpose of our committee, which has been functioning for 6 
or 7 years, is to coordinate to the best advantage the demand for and 
possible supply of power in | wholesale quantities for the cooperatives 
and municipalities in the area. I want to say we appreciate the time 
you have granted us to bri a our roblem before you and discuss it. 

We are here in the rural electrification field before you not because 
of any particular desire, but because we were forced into this field 
17 years ago and have had to stay in it ever since, and the picture then 
and still is one of lack of vision in regard to the electrical situation 
in the rural areas. We have repeatedly : said that there are not ade- 
quate facilities to take care of us. There are those who will follow 
me who will prove that by negotiations which are transpiring at this 
time, by construction of fac ilities which are being made at this time. 
Those facilities are coming into the picture after we have started our 
facilities. If you want to say duplication, there are facilities now 
being built which were started after ours were started. 

We support the full budget request for the Southwestern Power 
Administration. Certain items of construction we feel are needed 
in order to make it possible that the preference clauses in the Food 


98400—52——85 
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Control Act be carried out. We think of the preference clause as an 
equality clause. Our cooperatives individually, municipal utilities 
individually, are unable to avail themselves of their rights to the pre- 
ference clause because they cannot construct the facilities whereby 
they can have access to the power that is available under the Flood 
Control Act. That is the reason why our generation and transmissiqn 
cooperatives were organized. Individually we could not avail our- 
selves of our preference right. Collectively we could. 

So those arrangements were developed and are being carried 
forward. 

RESTORATION OF HOUSE CUT 


We are especially concerned with respect to the continuing fund. 
The House action was hurried. They did not have time to investigate 
the adverse effects on the cooperatives and on the farmers that would 
result from deletion of the item of $1,194,000. They did not have 
time to investigate the contracts in existence which provide that in 
the absence of a congressional appropriation to carry out the pro- 
visions of those contracts, the contracts are null and void. It abso- 
lutely nullifies our. generation and transmission cooperative arrange- 
ments for efficient operation. 

The deletion of that fund, if sustained, will result in increased costs 
to our farmers in the six-State area in their wholesale power bills by 
an estimated $134 million annually. There are those who will follow 
me and bear out the particular effects that will result. 

We understand that Administrator Wright corrected before this 
committee the erroneous impression that was portrayed that the con- 
tinuing fund for fiscal 1953 would not be required until January 1, 
1953. One of the witnesses following me will tell you that facilities 
are ready to be placed in operation this month under the terms of 
those contracts. Secondly, it is very doubtful that we can hope for 
an early decision with respect to the court case filed by the 10 com- 
panies against 5 Federal officials. The case has been on file for ap- 
proximately 18 months. It is still in the original court of jurisdic- 
tion. No serious attempt has been made to push the case. At one 
time a temporary venture was made to secure an injunction but when 
it became apparent that a substantial bond would be required to be 
posted, they backed off from that particular demand. It indicates 
the weakness of the entire court case. 


DUPLICATION OF FACILITIES DISCUSSED 


The building of the duplicating facilities constantly referred to 
runs into several things. In western Oklahoma the situation there 
will be described more fully by other witnesses. Where it was said 
4 or 5 years ago there was no need for that 30,000-kilowatt plant 
being built by Western, now in addition to that 30,000-kilowatt plant 
there is a 160,000-kilowatt plant being built. Where it was said the 
transmission facilities were not needed, the power company is negoti- 
ating to use those facilities which the generation and transmission 
co-op is building. 

Our committee has gone on record as being in favor of the proposed 
contract referred to as a 12-company contract. We think that in the 
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icture in the Southwest there is room for both our arrangements re- 

erred to as GT and SPA contracts and the contracts proposed between 
the power companies and SPA. We would like to see them both 
working. We think that the situation would be seriously crippled 
if the continuing fund is not restored to the effect that we would have 
the company but would not be able to operate under GT and SPA 
arrangements. Therefore, the continuing fund is especially essential 
to us. 

POWER CONTRACTS 


A close anelysis of the several types of contracts brings you to the 
conclusion that our contracts between our GT co-ops and SPA accom- 
plish the same purpose and have relatively the same effect as do the 
proposed contracts between the power companies and SPA. 

I would like to refer back to the testimony of Mr. Frank Wilkes 
before the House committee, I believe on February 8, at which time 
he made substantially the following statement, referring to the pro- 
posals of the proposed 12-company contract. I cannot quote his exact 
words, but in substance he said that his company is buying fronii 
Southwestern Power Administration the output of power from one of 
the dams in Arkansas. He made the statement that that power is 
available to cooperatives down here on the Gulf coast, 650 miles 
away. He said that the Government can repurchase—and mark the 
word “repurchase”—from his company power at that point on the 
Gulf coast to serve the electric cooperatives. 

I am sure Mr. Wilkes would not try to make you believe that the 
kilowatt-hours of hydropower dumped into his system in Arkansas 
will be the same kilowatt-hours that will be sold to a cooperative by 
the Government down on the Gulf coast. To translate his statement, 
the Government will repurchase from his company fuel generated 
power down the Gulf coast to certain cooperatives. 

That nullifies the contention which is in the court case and other 
representations that the Government is doing an unfair thing, an 
illegal thing, when it buys the fuel-generated power from our power- 
cooperative plants. In substances, the same thing is being done with 
the power-company contracts. 

It is my opinion that the Congress might find it desirable to deter- 
mine in dollars, not in allowances and credits, the financial value of 
transactions from each party to the other resulting from the power 
company and SPA contracts. They accomplish by allowances and 
credits what we accomplish in our GT co-ops by paying to SPA or to 
the Government and the Government paying us. 

There are two or three things that I think are pertinent and resu!t 
from some statements made this morning. Congress, I believe in 1949, 
approved a $300,000 continuing fund, a revolving fund and worded 
into it “to include the payment of funds for rental of facilities.” In 
1950 our GT cooperatives negotiated with SPA for power-exchange 
agreements. The Congress had said, “Here are funds to accomplish 
a purpose.” So, we entered into those contracts in good faith. Now, 
the Congress, by withholding the continuing fund, would reverse itself 
from its previous action on which we acted in good faith. We would 
not quarrel with the change made in the appropriation language last 
year where Congress reviews each year the amount required. We 
would not fuss with that at all. 
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Mr. Chairman, our farms are each a defense factory. Farmers were 
not asked if they wanted to increase production. They were more or 
less told. They are going to try to do it. The manpower situation 
on the farm is decreasing ; therefore, the farmer needs more mech- 
anization, more farm mac chinery, more electrical equipment, and an 
abundance of power. 


SURVEY SHOWS INCREASE IN ELECTRIC CONSUMPTION 


I would just like to call your attention to a survey we made in Mis- 
souri last year. We picked nine cooperatives scattered over the State. 
Each cooperative selected 100 farm members of their co-op who were 
connected in 1941 and were connected continuously through 1950, 10 
years of use of electrical power. They increased their consumption 
of electricity from an average monthly consumption of 65 kilowatt- 
hours in 1941 to an average of 241 kilowatt-hours in 1951 each month, 
That is an increase of 270 percent. In other words, our claims, which 
we have made in years past and are still making, are that no one has 
had the conception to analyze what a farmer can do with electricity. 

So, we have been and will continue to be seriously concerned about 
matters of power whereby we can see ahead; that there are plans in 
the making where we are going to have plenty of power for these farm 
people. Our farmers are ‘independent people. They resent very much 
when it is inferred they are socialistic and communistic in their plans. 
That has been said and inferred from time to time. They resent it 
very much, because you will not find a good Communist or Socialist 
on any of America’s farms. I will gui vrantee that. 

I would like to change a statement made this morning when it was 
said our cooperatives are being “sold down the river.” That infers 
poor judgment on the part of our cooperatives. It was said that we 
are having a halter tied around our necks. Mr. Chairman, if that is 
true, I think we would prefer a halter to having a neose around our 
necks. That is our fear if we do not have the right to carry on our 
own business. We enjoy cooperating with the Government to that 
extent. 

POWER CONTRACT NEGOTIATIONS 


Another statement made is absolutely untrue. It was said a county 
served anywhere from the Gulf of Mexico to the Iowa State line 
would have the benefits of SPA rates on power by the proposed power- 
company contract. The power-company contract, as negotiated to date, 
prohibits the northern two-thirds of Missouri from participating in 
that activity. Two thirds of the counties in Missouri cannot partici- 
pate under the provisions of that contract as being negotiated. The 
same thing would hold true for the major part of Kansas, for a large 
share of Texas. It cannot be a contract that can solve all the problems. 

Going back to what I said, we favor that type of contract. If prop- 
erly understood what it can do, we would like to see it in that area. 
We think it has a place. 

The contract does not guarantee that the preferred customers in 
the area in which it operates will receive the benefits of the schedule A 

rate. It provides that the power companies reserve the sole judgment 
to determine whether they will or will not serve the preferred custom- 
ers. So, we are not assured that is going to be taken care of. 
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It was said this morning that the miscellaneous appropriation fund 
should be deleted. If the power company in its judgment refused to 
serve a preferred customer, that customer would not get service. 


BULL SHOALS-MISSOURI CITY TRANSMISSION LINE 


Mr. Chairman, I would like to call your attention to just that one 
thing on this map. Here you have the proposed 161,000-kilovolt line 
to be built from Bull Shoals Dam up to Missouri City. It was repre- 
sented this morning that all of these lines are duplicating. Nowhere 
do I find, except around the fringes, a line of 33,000 volts or higher, 
and & 33,000-volt line is practically extinct any more. There are 
old lines, most of which are overloaded. This general area has noth- 
ing but the type of lines represented here to be 22,000 kilowatts or 
lower. That is not the kind of voltage that is going to put the power in 
this area that we need. So, we think that the large size of the co- 
operative lines portrayed here reflects the exact situation. They are 
adequate as compared to the rest of the size of the lines on the map, 
and they are going to adequately serve the area. I just wanted to bring 
that out: that right here are the only lines that are represented to be 
above 22,000 volts. 


RESTORATION OF CONTINUING FUND 


It is our hope, Mr. Chairman, that your committee will see fit to 
restore the continuing fund and recommend it for approval along with 
other budget items, and that recommendation can go to the Senate 
and we hope we will receive favorable action. 

Thank you very much. 

Senator Haypren. Thank you, sir. Your statement will be sup- 
plied for the record. 

(The statement referred to is as follows :) 


STATEMENT OF ERNEST C,. Woop, CHAIRMAN, ADVISORY COMMITTEE ON POWER FOR THE 
SOUTHWEST 


Mr. Chairman and gentlemen of the committee, I am Ernest C. Wood, manager 
of Farmers’ Electric Cooperative, Inc., at Chillicothe, Mo. I am now serving 
my second term as chairman of the Advisory Committee on Power for the 
Southwest. You will recall Mr. Clarence Reeds, a prominent Oklahoma farmer, 
who served as committee chairman for many years and who appeared before 
your committee on numerous occasions. The committee is the voluntary coordi- 
nating organization, representing electric cooperatives and municipal utilities 
in the States of Arkansas, Kansas, Louisiana, Missouri, Oklahoma, and Texas, 
dealing in matters of electric power and energy in wholesale quantities. 

For the committee I want to express our appreciation for the time you have 
set aside to hear our problems, which are not new to you but which constantly 
are forced into issues of increasing jeopardy to our program. 

We find ourselves compelled to appear before your committee, not from a desire 
to come to Washington but because we are forced to, in an effort to save the 
program of the farmer’s electric cooperatives in the Southwest. We find our 
attempts to solve our needs being concertedly opposed, our motives maliciously 
misrepresented by the same monopolistic regime which has opposed the progress 
of the rural electrics for 17 years, who forced the Congress to create the Rural 
Hlectrification Administration, all because they refused to accept the moral obli- 
gation to extend electric service in rural areas. 

Our committee supports the full budget request to be appropriated for the 
Southwestern Power Administration. There are certain items of construction 
contained therein which are sorely needed in the Southwest area to achieve the 
most effective distribution of federally generated hydro power and fulfill the 
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expressed intent of the preference clause as written into the Flood Control Act 
by Congress. 
THE PREFERENCE CLAUSE 


The preference clause specifies nonprofit groups. Such groups are made up 
primarily of people—property owners, residential consumers, and farmers—the 
backbone and basic group of taxpayers in this Nation, whose tax dollars are 
temporarily invested in projects intended to be self-liquidating. These groups 
are forced into existence in rural and small urban areas where there is a lack 
of industrial development and a lack of apparent profits electrically. It is 
entirely proper that such groups should be guaranteed access to Federal hydro 
power. 

The preference clause has been repeatedly attacked by power companies for 
years, attempting to repeal, nullify, bypass, or ignore it completely. Actually 
it should be labeled the “equity” clause, for it makes possible that the power 
companies must honestly compete for the purchase of such power. It insures 
equal opportunity to so-called preference customers to secure the power through 
the program of construction of Federal transmission lines into areas of such 
customers. Certainly not much short of 100 percent of the nonprofit utilities 
are financially unable to build such lines to Government dams; hence, they can’t, 
by themselves, exercise their preference rights. The very fact of the preference 
clause makes it necessary for the private monopolistic utilities to negotiate 
with the Government and the preference customers on a basis of equality. 


THE POWER SITUATION 


The primary concern of our cooperatives is that the full amount of the SPA 
continuing fund, as recommended by the Bureau of the Budget, be restored by 
the Senate. The results of House action, deleting the item of $1,194,000 required 
to fulfill certain contractual obligations by the Government to three G. and T. 
cooperatives, if sustained in the Senate, will be tragic for the farmer’s coopera- 
tives in their fight to survive. The lack of this item of the continuing fund will 
penalize farmers in the southwest area an estimated 1% to 24% millions of dollars 
annually in their wholesale power costs. 

The item of wholesale power, in adequate quantities, is one of the pyramiding 
proportions. A typical example is a survey conducted in Missouri in 1951. Nine 
cooperatives, scattered in various sections of the State, were each requested to 
actually secure from their records figures. to reflect the increases in farm usage. 
Each of the nine cooperatives was required to analyze, month by month, for a 
10-year period, 1941 through 1950, the consumption of 100 farm members, newly 
connected in 1941 and connected continuously through 1950. The average 
monthly use in 1941 was 65 kilowatt-hours; in 1950 these same farmers averaged 
241 kilowatt-hours per month, a gain of 270 percent over the 10-year period. 

We have emphasized the needs for more power, before this committee and 
others, knowing from experience of 15 to 25 years that the farmer could not 
hope that his power problems would voluntarily be met by the power companies. 
By their own statements, in recent years, they defined their intent not to be 
cooperative. Such statements can be found in records of congressional hearings, 
as follows: 

A. C. Hamilton Moses, president of Arkansas Power & Light Co., before the 
Senate Interior Subcommittee in 1948S—“What would we do in Arkansas absorb- 
ing this enormous amount of hydro power on the basis of the Texas contract? 
It would overwhelm us.” 

B. Frank M. Wilkes, president of Southwestern Gas & Electric Co., before 
the Senate Interior Subcommittee in 1949, relative to the Texas contract— 
“Personally, I would feel that I was criminally to blame should I make such 
a contract with Southwestern Power Administration for the Southwestern Gas 
& Electric Co.” 

C. And again Mr. Wilkes, before the House Interior Subcommittee in 1949, 
relative to the Texas contract—‘We have not the slightest intention to sign 
a contract similar to this one.” 


RENEWAL OF ACTIVITY ON G. T. COOPERATIVES 


Such attitudes discouraged any hopes from that source, hence various groups 
of cooperatives reactivated their energies toward construction of generation and 
transmission facilities, several having hed their inception as early as 1940 and 
1941 and temporarily laid aside on account of World War II. Recognizing the 
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universally admitted advantages of integration of fuel and hydro generation, 
our G. T.’s negotiated agreements for power exchange with SPA. In the inter- 
ests of the best possible business arrangement for the G. T.’s, and one of financial 
benefit to the Government, the agreements for exchange of power were worked 
out. 

These G. T.—SPA agreements were immediately attacked by the power com- 
panies, when they saw that their monopolistic position, with relation to hydro 
power in the Southwest, was threatened. So much cry and propaganda was 
raised that special investigations were made. Special questioning, relative to 
the agreements, was conducted by the House Interior Subcommittee on January 
11, 1950; by the House Agriculture Subcommittee on January 30, 1950, and by a 
joint session of the Senate Agriculture and Interior Subcommittee on March 
16, 20, and 21, 1950. 


THE CONTINUING FUND 


Unfortunately, because of the pressure of time, the House committee did not 
have an opportunity to investigate and analyze subsequent serious effects of 
such action, therefore arriving at the conclusion that no part of the $1,194,000 
item in the Continuing Fund would be needed until January 1, 1953. It is our 
information that SPA Administrator Wright corrected this mistake before this 
committee on April 21, 1952, to the effect that it is definite that contractual obliga- 
tions with Central Electric Power Cooperative will become operative before 
July 1, 1952, that it is probable that similar progress will develop with Sho-Me 
Power Corp. before January 1, 1953, and possibly with Western BDlectric Co- 
operative before January 1, 1953. 

Power company inspired confusion did not permit the House committee to 
acquaint itself with the relationship of the Continuing Fund and the rural-elec- 
trification program in our six States. Nor do we believe that the House com- 
mittee realized how dangerous to the rural-electrification program everywhere 
is the precedent set by its action. We interpret it to say that construction of 
rural-electric transmission lines or generating plants, or any interchange of power 
with a public-power agency, can be brought to a halt at any time anywhere 
in the country simply because someone has filed a lawsuit. 

The House committee stated it hoped that a court decision will be rendered, in 
the case of the 10-company suit, before the deleted funds are needed. There is 
no basis for such hopes, for the case has been in existence for a year and a half, 
is still in the court of original jurisdiction, and no decisions have yet been 
rendered. There is no apparent effort on the part of the plaintiffs to press the 
case. Presumably they recognized their case is weak and are stalling, squeezing 
out all propaganda value, and attendant confusion and delay as long as possible. 
In a gesture, 6 months ago, seeking a temporary injunction they backed off fast 
when it became apparent that around a $20 million bond would have to be posted. 

Hence, progress in court is indefinite, inasmuch as a fall hearing in the present 
court is in prospect. Regardless of decision, it is probable that final determina- 
tion will be sought through the Supreme Court. Therefore, final decision is 
probably 2 to 3 years away. 

Following investigation of the GT-SPA contracts in connection with 1951 
appropriations, there was no comment nor instruction forthcoming to reflect an 
opinion for or against. The one single indication of any opinion either way was 
the amending of the SPA continuing fund language by the Congress in the Inte- 
rior Department Appropriation Act of 1952, as follows: “Provided, That expendi- 
tures from this fund to cover costs in.connection with the purchase of electric 
power and energy and rentals for the use of facilities are to be made only in such 
amounts as may be approved annually in appropriations acts * * *,” 


PROGRESS BY GT COOPERATIVES 


In the meantime, construction has progressed rapidly. Many facilities are 
reaching completion stage. Each month will see additional facilities completed, 
ready to be placed into service. All phases of these systems are under con- 
tractual obligations. Deletion of the item of $1,194,000 from the continuing 
fund, if sustained, not only affects the approximately $35,000,000 worth of farmer 
systems scheduled to be placed in operation during fiscal 1953, but establishes a 
precedent for approximately $40,000,000 worth of similar facilities scheduled in 
fiscal 1954. 

Not only are the investments in power cooperative facilities placed in jeopardy, 
each member cooperative has found it necessary to make considerable alterations 
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in their distribution systems, building major trunk lines in order to reach their 
natural load centers, at which points the power cooperatives will erect substa- 
tions. In the past it was seldom that power companies provided service to the 
cooperatives at their load centers; rather, the cooperatives had to build to the 
source of power. 

All of these objectives have been or are being met, thereby insuring preparation 
by all for the day when their own electric service will be forthcoming from their 
own systems. It will be a major achievement in our Southwest area when we 
no longer find it necessary to pay toll or tribute for commercially generated 
power; when the policy of abundance, rather than scarcity, is the rule. 


TWELVE-COMPANY CONTRACT 


Much ado has been made during the past few months, hailing the proposed 
contract, negotiated between SPA and 12 power companies in the Southwest 
area. Actvally, this committee went on record as favoring the 12-company 
contract. We saw in it the hopes of peace and security from power-company 
opposition, hoping that their arrangements, comparable to our G. T.-SPA ar- 
rangements established as long as 30 months ago, would permit all to benefit 
from integration with SPA. 

We were soon disillusioned. In hearings before the House Interior Subcom- 
mittee on February 8, 1952, power-company spokesmen emphasized a program 
of increased opposition to our rural electrics. This, in the face of their having 
been advised by SPA Administrator Wright, when negotiations were commenced 
last fall, that he recognized the G.T.-SPA contracts as binding upon the Govern- 
ment, and that he fully intended to fulfill the Government’s obligations. 

It is difficult to reconcile previously quoted statements of Mr. Wilkes with 
the following, before the House Interior Subcommittee on February 8, 1952, 
referring to negotiations on the 12-company contract—“They have been carried 
on in the fulfillment of * * * good business principles. * * *” [Italics 
supplied. ] 

It is extremely significant that the power companies have been willing to nego- 
tiate honestly and in good faith during the past 18 months—since the active 
renewal of power-cooperative plans 24 to 30 months ago. 

It is interesting to note similarities in proposed agreements. Quoting Mr. 
Wilkes again, on February 8—‘By the terms of this agreement, my company 
purchases the entire output of the project. * * * In return the Government 
receives $207,000 a year, coupled with the right to repurchase from us at the 
dam site 5,000 kilowatts of power and accompanying energy to serve any 
customer. * * * For this service to the Government customer we are allowed 
a credit in power purchased from the Government. * * * The maximum 
right of the Government to repurchase power, however, is limited up to 5,000 
kilowatts whether at the dam site or by the service to REA cooperatives.” 
[Italics supplied. ] 

Indirectly, the power companies accomplish the very things they are opposing 
in the continuing fund. Instead of complete payments for all services, by one 
party to the other, their agreement provides Government repurchase by credit, 
rather than in actual cash. 

And we would doubt that Government repurchase, by credit alowance, will 
always be hydro power, generated by Government. In the words of Mr. Wilkes: 
“If this M—5 contract is signed up, cooperatives down here on the Gulf coast, 
more than 650 miles from here, can get that power from the Government if they 
want it.” Mr. Wilkes surely would not expect Congress, or anyone else, to believe 
that the identical kilowatt-hours of hydro power, generated at dams in Arkansas 
and dumped into his system, will be delivered down on the Gulf coast. By his 
own words, interpreted literally, the Government will repurchase, by credit, 
fuel-generated power for Gulf coast cooperatives. 


SUMMARY 


Our people are becoming bitterly resentful, and rightly so, of the slanderous 
propaganda of the power companies. They resent the power company claims 
and statements of saving the cooperatives from the Socialists and Communists, 
with the inferred implications that our farmers are too dumb to manage their 
own business. Seventeen years of business-managed cooperatives is significant. 
Socialism and communism do not thrive in rural communities, especially where 
cooperatives serve as a high example of democracy. 
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Finally, our farmers are being asked to increase production—more food and 
fiber, and this in the face of less manpower. Therefore, more mechanization 
is necessary, an abundance of electric power is needed to produce and preserve 
foodstuffs—grade A milk and other dairy and poultry products, for pumping 
water to relieve the farm wife of the drudgery of carrying and lifting and to 
deliver running water in greater quantity to livestock for faster and more effi- 
cient gains, and to irrigate crops. 

Kach farm is an individual defense plant, requiring more machinery and equip- 
ment and more electric power at reasonable costs. 

Gentlemen of the committee, our farmers deserve equal rights with other 
people. They deserve fulfillment of their power exchange agreements along 
with agreements of others. They expect the Government to fulfill its contractual 
obligations, and thereby allow the courts to make proper decisions in an orderly 
manner. 

The situation in the Southwest area is conducive to operation of both the GT- 
SPA agreements, and the proposed 12-company contract. However, with the 12- 
company contract, and without the $1,194,000 item in the continuing fund, the 
power companies are elevated to the status of not merely preferential customers, 
but monopolistic customers. 

Therefore, gentlemen, we are requesting that your committee approve the full 
budget request of $1,425,000 for the continuing fund of Southwestern Power Ad- 
ministration and recommend it for approval to the full committee and to the full 
Senate. Only in this manner can fairness and justice be rendered to all. 

Thank you, Mr. Chairman, for your kindness and indulgence. 


STATEMENT OF L. R. BURROW, MANAGER, WESTERN ELECTRIC 
COOPERATIVE 


GOVERN MENT POWER CONTRACT WITH COOPERATIVES 


Mr. Burrow. Mr. Chairman, I have a statement here which I will 
high-light. 
(The statement referred to follows:) 


STATEMENT OF L. R. BuRROW, MANAGER OF WESTERN ELECTRIC COOPERATIVE 


lam L, R. Burrow, manager of Western Electric Cooperative, of Anadarko, 
Okla. 

Western Electric Cooperative is a private corporation, incorporated on the 28th 
day of February 1941 under the laws of the State of Oklahoma. 

This cooperative is now engaved in the construction of a 3),000-kilowatt elec- 
trical steam-generating plant located at Anadarko, Okla., and 944 miles of elec- 
trical transmission lines in western Oklahoma. 

This program is being financed by the Rural Electrification Administration to 
provide an adequate, dependable source of electrical energy to more than 50,000 
farm homes in the western half of the State of Oklahoma, assuring the farmers 
of this area, for all time to come, electrical energy at a rate they can afford to 
pay. 

We are not in this business by choice, but through necessity. Had the utility 
companies had the vision to provide adequate electrical facilities to permit the 
growth of the rural cooperatives in western Oklahoma, at a price they could 
afford to pay, we would not be bere teday appearing before this committee, as 
the building of a generating and transmission cooperative such as ours would 
not have been necessary. 

They did not have this vision, gentlemen; therefore, this cooperative had no 
alternative but to provide these facilities for themselves. 

For instance, this cooperative now has a Diesel electric generating plant now 
in operation in Woodward, Okla. Before Western Electric built this plant, the 
Oklahoma Gas & Electric Co. was approached many, many times to provide ade- 
quate facilities, which they refused to do, but immediately after a loan was 
procured and the generating plant was under construction, they built a 138-kilo- 
watt transmission line into this isolated area. 

As an example, the Oklahoma companies have appeared before this and other 
committees of the Congress, before our program started and stated that they had 
adequate facilities to serve all the electrical requirements in western Oklahoma 
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without adding any additional facilities for the next 10 years. Just as soon as 
soon as our loan was granted, and the construction of our facilities began, one 
of the companies began the construction of a 160,000-kilowatt steam electrical 
generating plant approximately 7 miles west of our steam plant. This plant, 
when completed, will be the largest power plant between the Mississippi River 
and the Rocky Mountains. 

The Oklahoma Gas & Electric Co. is now engaged in the construction of a 
60,000-kilowatt steam electric generating plant at Sulphur, Okla., and said com- 
pany completed in 1951 the construction of a 100,000-kilowatt steam electric 
generating plant at Oklahoma City, Okla. 

Prior to the construction of our facilities, the companies had miserably failed 
to keep pace with the electrical load growth in this area. Therefore, a program 
such as ours is justified in that it has awakened the utilities to the power need 
of our area. 

They are complaining about duplication of facilities when in truth and in 
fact we are not duplicating facilities any more than the Pennsylvania Railroad 
is duplicating facilities when they provide four main-line tracks out of Pitts- 
burgh, Pa. These four tracks are required to carry the traffic and so it is with 
electrical transmission lines. The electrical load growth in the rural areas 
of America is doubling every 5 years and it is our opinion that their complaining 
about a program such as ours is much ado about nothing. 

I would like to quote from a portion of a speech made by Mr. James F. Fair- 
man, Administrator of the Defense Electric Power Administration, before the 
National Rural Electric Cooperative Association in Chicago, Ill. (Mr. Fairman 
is vice president of the Consolidated Edison Co., of New York.) : 

“In terms of dollars, electric power is expanding faster than any other indus- 
try. Our new construction this year is expected to cost nearly $4 billion. This 
is 20 percent more than last year. 

© © . « ° e ~ 

“The substation capacity which must be added this year is a third more than 
was built in 1951. Transmission-line construction planned for this year is the 
equivalent of building a transmission line around the earth at the equator and 
then building 5,000 miles more. 

“Fortunately for the country and for all of us, the relation of electric power 
to the mobilization effort and the material requirements of the necessary power- 
expansion program are better understood today by mobilization officials than 
they have been at any time since the defense effort began. As you probably know, 
Mr. Fleischmann’s Electric Power Advisory Committee * * * came to the 
conclusion that the 30 million kilowatt expansion planned for the next 3 years 
is not too big, but is probably too small. 

“This position was reinforced by the report of the Maybank committee of the 
Congress * * *.” 

Therefore, in line with Mr. Fairman’s remarks, with all the facilities being 
provided by the companies, the Rural Electrification Administration, and the 
Department of the Interior, in my opinion, we will be unable to keep pace with 
the electrical load growth in this country. 

I presume that the committee is informed as to the action taken by the sub 
committee of the Committee on Appropriations, House of Representatives, with 
reference to the continuing fund requested by the budget for Southwestern 
Power Administration for the purchase of power and leasing of facilities. 

I am here today to urge this committee to provide the funds requested by the 
budget for the Southwestern Power Administration for the year 1953, that the 
Government might be in a position to carry out the contracts between Western 
Electric Cooperative of the State of Oklahoma, Central Electric Power Cooper- 
ative and Show-Me Power Cooperative of the State of Missouri, and also between 
the Southwestern Power Administration and the Oklahoma companies. This 
request aggregates $1,425,000. Nine hundred and twenty-five thousand dollars 
of this amount is for the purchase of power and $500,000 for the rental of 
facilities. 

The cooperative’s electrical steam generating plant will be completed and 
energized in December 1952. The construction of the electrical transmission 
lines in their entirety will not be completed until the latter part of 1953. 

On December 15, 1949, Western Electric Cooperative entered into two con- 
tracts with the Southwestern Power Administration. The contract we desig- 
nate as No. 1 is an agreement for the sale and exchange of electric capacity 
and energy between the United States of America and Western Electric Coop 
erative. This contract provides that the Government shall purchase a minimum 
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of 225,000,000 kilowatt-hours of energy per annum at a rate of 42 mills per 
kilowatt-hour based on a fuel clause of 1214 cents per million B. t. u. The 
rate to the Government shall be adjusted upward or downward depending on 
the cost of fuel, in accordance with the provisions of the fuel clause stipulated in 
said contract. 

This contract has the approval of the Rural Electrification Administration, 
Western Electric Cooperative, the Southwestern Power Administration, and the 
Department of the Interior, and the rates to be charged the member coopera- 
tives by the Government has the approval of the Federal Power Commission. 

The term of this contract between the parties is for a period of 40 years. 

I want to correct, for the records, a statement from the House report in the 
hearing before the subcommittee of the Committee on Appropriations, House of 
Representatives. During the term of this contract the Government does not 
lease or rent the generating facilities of Western Electric Cooperative nor does 
the Department of the Interior or the Government acquire any interest either 
directly or indirectly in the steam electric generating plant. 

The contract we designate as No. 2 between the United States of America and 
Western Electric Cooperative provides an agreement between the parties for the 
lease and operation of the electrical transmission facilities now being constructed 
by Western Electric Cooperative. This contract is likewise dated December 15, 
1949, and is for a term of 40 years. 

This contract provides under article VII, that the Government may, at its 
option, purchase the electrical transmission system of Western Electric Coopera- 
tive at any time upon the payment of a sum equal to the principal of the REA 
loan attributable to the transmission system less the actual amount of the rental 
payments previously made prior to the time the Government exercised its option 
to purchase. 

Furthermore, the Government has the right, under the contract, upon the expi- 
ration of this agreement, to purchase the transmission system for $10. The con- 
tract has now been amended, providing that this option to purchase must be 
approved by Congress. 

The contract between Western Electric Cooperative and the Government recites 
that said contract becomes null and void and inoperative when and if the Congress 
fails to make the necessary appropriation to purchase the power and rent the 
transmission lines. 

This committee is well aware of the cause of action that has been brought by 
the utility companies of the State of Missouri against the generating and trans- 
inission cooperatives of that State and others, attacking the validity of the con- 
tracts between said Missouri cooperatives and the Government. This case is now 
pending in Federal district court in the District of Columbia. 

The Oklahoma companies are not (to the best of my knowledge) plaintiffs nor 
is Western Electric Cooperative of Anadarko, Okla., a defendant in the above 
case. 

The contract between Western Electric Cooperative of Oklahoma and the 
Government is similar to the contracts between the Missouri cooperatives and 
the Government; therefore, we will be affected by the outcome of this suit in 
the same manner as if we were specifically named in the suit. 

Western Electric Cooperative entered into a contract with the Southwestern 
Power Administration for the exchange of power and the leasing and operation 
of its transmission facilities in good faith. The Congress had full knowledge of 
this contract and appropriated sufficient funds to Southwestern Power Admin- 
istration for the building of a 138-kilovolt transmission line from Tupelo to 
Anadarko, Okla., for the sole purpose of carrying out the terms of this contract. 
This line has been completed to our plant site. 

Our steam plant will be completed and ready to be energized in December 
1952, and the contract will then become operative, contingent upon the Congress 
making this appropriation. For this reason, we urge this committee to restore 
the funds deleted by the House subcommittee of the Committee on Appropriations, 
in the amount of $1,194,000. 

There are, in my opinion, only two ways the contracts between the Govern- 
ment and the cooperatives can be abridged. First, by the Congress failing to 
make the necessary appropriation to enable the Government to carry out the 
terms thereof, and, secondly, by the courts. 

Should this committee follow the House action and refuse to restore the appro- 
priation, the court could and might take the position that inasmuch as the Con- 
gress had failed to make the appropriation, the contracts between the coopera- 
tives and the Government are inoperative and canceled, and for this reason, 
there is no question now before the court for judicial determination. 
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I am of the opinion that this case before the court should be tried upon its 
merits, and to be sure that the courts will pass upon this question, we urge this 
committee again to restore the funds deleted by the subcommittee of the House 
Committee on Appropriations. ; 

In my opinion, whoever loses in the case now before the court, will appeal to 
the higher courts. This case will ultimately find its way to the Supreme Court of 
the United States for final determination. 

Therefore, several years will probably be required before a final decision is 
obtained. 

Western Electric Cooperative, being a private corporation under the laws of 
the State of Oklahoma, has, in my opinion, the same legal right to enter into an 
“exchange of power agreement” with the Southwestern Power Administration 
as do the Oklahoma companies. 

It is my opinion that if the Government has the right to build transmission 
lines, and apparently they have that right, then they would have the right to 
lease transmission facilities and, as a matter of fact, that is no different in its 
effect and results from what the Government is doing under the contracts entered 
into with the Oklahoma companies. The Government pays the companies in 
capacity and service charges, which does in truth and in fact accomplish the 
same result as a rental of the facilities of the companies. 

It is recognized in all of the contracts by all of the parties that the character- 
ictics of the federally owned hydroelectric projects in the Southwest area are 
such that the maximum utilizations and bencfits of the hydroelectric power 
producing capacity of such projects are secured when they are integrated with 
fuel burning electric generating capacity and used primarily for the producing 
of peaking power for the supplying of the peak loads of the area. 

The contracts between the companies and Southwestern Power Administration 
recite this fact as do the contracts between Western E'ectric Cooperative and 
the Government. It is further recognized that by an integration of the federally 
owned hydroelectric projects with the fuel burning electric generating plants, 
and also integrating the transmission facilities owned and leased by the Gov- 
ernment with that of the companies, will ultimately benefit all consumers of 
electric energy in western Oklahoma and other areas where this policy is 
adopted. 

The subcommittee of the Committee on Appropriations, House of Representa- 
tives, recommended the appropriation of $193,500 for the purchase of power 
from the Oklahoma companies by the Government, and $37.500 for the purchase 
of power from the M. & A. Power Cooperative of Missouri by Government and 
most certainly, we are not protesting this recommendation. We believe that 
the above-mentioned contracts should be given an opportunity to function. We 
do believe that our contracts between the cooperative and the Government should 
likewise be given the same opportunity. 

The contracts between Western Electric Cooperative and the Government 
involve different methods than the contracts between the Government and 
the Oklahoma companies. 

Under our contracts, the Government leases, operates, and maintains the 
electrical transmission lines now under construction by Western Electric Coop- 
erative, in lieu of the payment of any service charge as provided under the Okla- 
homa companies contracts. 

For this consideration the Government has the right to utilize the capacity 
of said transmission facilities to serve our member cooperatives and to utilize 
the capacity over and above that required by our member cooperatives to supply 
energy and capacity to other preferred customers of the Government. 

Under this arrangement, the Government may utilize the transmission 
facilities to its maximum capacity. 

Under the “exchange of power agreement” Western Electric Cooperative 
and the Government our fuel burning generating plant is integrated with the 
hydro power of the Government. We firm up the Government hydro capacity, 
thereby achieving the same kind of integration under our agreements as are 
the Oklahoma companies under their contract with the Government. 

The agreements under our contract provide for the full utilization of both 
the steam electric generating plant and the electrical transmission facilities, 
thereby permitting the delivery of low cost electrical energy to more than 
50,000 farm homes in western Oklahoma and other preferred customers of the 
Government, carrying out to the fullest, the intent and purposes of the Flood 
Control Act of 1944. 
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In comparing the contracts between the Oklahoma companies and the Govy- 
ernment with that of Western Electric Cooperative and the Government, the 
analysis made after making certain basic assumptions, revealed that they are 
approximately equal insofar as the revenue to the Government is concerned. 
However, there are so many intangible factors that would enter into this prob- 
lem that cannot be foreseen and accurately determined, we believe this contract 
should be given an opportunity to operate. It is our opinion that we are en- 
titled to the same consideration as the Oklahoma companies. 

It is recognized that the contracts between all parties, the companies and the 
Government and the cooperatives and the Government, are not ideal in every 
respect and the contracts between the Government and the companies may be 
reviewed every 3 to 5 years for the purpose of correcting any discrepancies or 
any irregularities that might exist and so it is with our contract with the 
yovernment. The schedule A rate contained therein, under which Government 
power is sold to our member cooperatives, is subject to review by the Federal 
Power Commission at scheduled intervals. 

The failure of the subcommittee of the Committee on Appropriations, House of 
Representatives, to make this appropriation has already had its effect in western 
Oklahoma, Negotiations were in process between the Southwest rn Power 
Administration, the Oklahoma Gas & Electric Co., and Western Electric Coopera- 
tive, wherein the Oklahoma Gas & Electric Co. would energize a 125 mile 
segment of the electrical transmission lines being constructed bv Western 
Electric Cooperative to relieve the company's overloaded facilities in western 
Oklahoma and also to serve as a stand-by service for one of the large customers 
of the Oklahoma Gas & Electric Co. located at Southard, O'la. 

It was agreeable with Western Electric Cooperative that this arrangement 
be made, but obviously, in view of our contract with the Government, it was 
necessary that the Government participate in all negotiations. As a result of 
the decision of the Committee on Appropriations in the House, the Oklahoma 
Gas & Electric Co. is now duplicating, or plans to duplicate the facilitics which 
we have constructed. In the support of this evidence, if it is agreeable with 
this committee, I would like to introduce the following letters into the recerds: 
Letter from Mr. W. B. Gesell, vice president of the Oklahoma Gas & Elvctrie Co., 
to Mr. George J. Neighbors, chief, division of sales, Southwestern Power Admin- 
istration, Tulsa, Okla., marked “Exhibit A” to this statement, and 1 tter from 
Mr. Douglass G. Wright, administrator of the Southwestern Power Administra- 
tion to Mr. W. B. Gesell in reply, marked “Evhibit B” to this statement. 

In the instance above referred to concerning the duplication of our facilities, 
it is recognized—and there is no doubt in my mind—that this 138-kilovolt line 
would ultimately be built, but at least it cou'd be postponed at this time, as our 
facilities are adequate for Oklahoma Gas & Electrie Co.’s present needs. 

On behalf of the 50,000 farmers in western Oklahoma, I again ask that these 
funds be restored. 


GENERATING TRANSMISSION PROGRAM 


Mr. Burrow. Mr. Chairman, before I get into the testimony, I 
want to make certain statements in defense of the Honorable Senator 
from our great State, the Honorable Robert S. Kerr. It was inferred 
hy the president of one of the “taxpaying” utility companies that the 
Senator had been unfair in his allegation about the lawsuit and took 
unfair advantage of his company in the statement before this com- 
mittee this morning. In defense of the Senator, the Senator does not 
make unfair statements. What the Senator was referring to is this: 
If the private utility companies felt they were being unjustly treated 
and had a cause of action and were seeking relief, they have a right in 
the courts of this country to ask for an injunetion. They have not 
done that. They attempted to do it. When it was revealed it was 
necessary for them to put up a $20 million bond, they refused. That 
avenue is still open to them. That takes care of the Senator. That 
was what he was inferring, that if they were in earnest in this thing, 
let them get an injunction. That is the best way I know to bring the 
thing toa head quickly. 
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A generating-transmission program-such as ours is not in conflict 
with the Oklahoma contracts or any wheeling agreements. They serve 
different areas. That is most important. I am not familiar with 
the situation in Missouri, but I am familiar with the situation in 
Oklahoma. The Public Service Co. of Oklahoma and the Oklahoma 
Gas & Electric Co. have a map similar to that presented today as an 
exhibit of the Missouri companies which shows the duplication of 
their facilities. They show and talk about the 154,000-volt line and 
13,200-volt line and 2,300-volt line. Let us put in the record the 
kilowatt-carrying capacity of those lines with 3 percent voltage regu- 
lation. Let us get the kilovolt-ampere capacity of those lines in there. 
Let’s not talk about the voltage. That does not mean a great deal. 
a is ultimate kilowatt-hour carrying capacity of those transmission 
ines. 

I will get into my statement now, Mr. Chairman. But, first, could 
I ask you a question ? 

Senator Haypen. Certainly. 

Mr. Burrow. Is it the opinion of this committee that all that the 
Government is paying for wheeling is 114 mills per kilowatt? 

Senator Haypen. You are asking me a question that you had better 
ask Doug Wright. 

Mr. Burrow. Is it your conception—I will not say the committee— 
but is it your opinion that is all it costs? 

Senator Haypen. I think it is more. 

Mr. Burrow. Thank you, sir. I will get to that later. 

Western Electric Cooperative is a private corporation incorporated 
on the 28th day of February 1941, under the laws of the State of Okla- 
homa. It is a matter of record that this cooperative is now engaged 
in the construction of a 30,000-kilowatt electrical steam gene 
plant located at Anadarko, Okla., and 944 miles of electrical transmis- 
sion lines in western Oklahoma. he RH 

This program is being financed by the Rural Electrification Admin- 
istration to provide an adequate source of dependable electric energy 
to more than 50,000 farm homes in western Oklahoma at a price they 
can afford to pay. 


CONSTRUCTION BY PRIVATE POWER COMPANIES 


We are not in this business by choice, but through necessity. Had 
the utility companies had the vision to provide adequate electrical 
facilities to permit the growth of rural cooperatives in western Okla- 
homa, at a price they could afford to pay, we would not be here today 
appearing before this committee, as the building of a generating and 
transmission cooperative such as ours would not have been necessary. 

They did not have this vision. Therefore, this cooperative had no 
alternative but to provide these facilities for themselves. | : 

For instance, this cooperative now has a Diesel electric generating 
plant now in operation in Woodward, Okla. Before Western Electric 
built this plant, the Oklahoma Gas & Electric Co. was approached 
many, many times to provide adequate facilities, which they refused 
to do. After we got the loan—the loan was procured and the plant 
was constructed—they built a 138,000-volt transmission line into this 
area only after we started the construction. 
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The Oklahoma companies have appeared before your committee and 
the other committees of this Congress and stated they had adequate 
transmission facilities and generating facilities to provide the needs 
of western Oklahoma for the next 10 years without adding any addi- 
tional capacity. Just as soon as this program was inaugurated and 
the construction of the plant began at Anadarko, Okla., they began the 
construction of a 160,000-kilowatt plant 7 miles west of our plant site. 

Further substantiating that evidence, the Oklahoma Gas & Electric 
Co. is now building a 60,000-kilowatt steam electric generating plant 
at Sulphur, Okla., and said company completed in 1951 the construc- 
tion of a 100,000-kilowatt steam electric generating plant at Oklahoma 
City. 

Prior to the construction of our facilities, the companies had mis- 
erably failed to keep pace with the electrical load growth in this 
area. Therefore, a program such as ours is justified in that it has 
awakened the utilities to the power need of our area. 


DUPLICATION OF FACILITIES DISCUSSED 


They are complaining about duplication of facilities. We are not 
any more duplicating facilities any more than the Pennsylvania Rail- 
road is duplicating facilities when it provides four main tracks out 
of Pittsburgh, Pa. Those four tracks are needed to carry the traffic 
and so it is with electrical transmission lines. 

I would like to quote from a portion of a speech made by James F. 
Fairman, who is the vice president of Consolidated Edison of New 
York. He is the Administrator of the Defense Electric Power Asso- 


ciation. Also I would like to quote from a speech which he made in 
Chicago recently that the electrical industry is expanding more Fe, 


than any other industry. This year the program will cost $4 bi 
which is 20 percent more than was spent last year. 

You talk about transmission facilities and Mr. Fairman states that 
the program this year, if all the transmission lines that are contem- 
plated to be built are built, would equal a distance completely around 
the earth at the equator and 5,000 miles more. 

He further states that Mr. Fleischmann’s Electric Power Advisory 
Committee came to the conclusion that 30 million kilowatts of addi- 
tional capacity for the next 3 years is not too big but probably too 
small, and that this position was reinforced by the Maybank com- 
mittee of this Congress. 

Therefore, in line with Mr. Fairman’s remarks, with all the facili- 
ties being provided by the companies, the REA and the Department 
of the Interior, in my opinion, we will be unable to keep pace with 
the electrical load growth in this country. 


lion, 


SUPPORT OF SPA BUDGET 


I know this committee and you are informed as to the action taken 
by the House on this appropriation. I am here today to urge this 
committee to provide funds requested by the budget for the South- 
western Power Administration in 1953; that the Government might 
be in a position to draft the contracts between the Western Electric 
Cooperative of the State of Oklahoma, the Central Electric Power 
Cooperative, and the Sho-Me Power Cooperative of the State of Mis- 
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souri, and also between the Southwestern Power Administration me 

the Oklahoma companies. This request aggregates $1,425,000—$925,- 

000 of this amount is for the purchase of power and $500,000 for the 
rental of facilities. 

Our plant will be energized in December of this year. On the 15th 
day of December 1949, our cooperative entered into two contracts with 
the Southwestern Power Administration. One was for the leasing of 
our transmission facilities and the exchange of power agreement. 
Under our exchange of power agreement it provided that the South- 
western Power Administration shall purchase 225 million kilowatts a 
vear at the rate of 4.2 mills based on the fuel cost of 1214 cents.a million 
B.t. u. That rate will be adjusted downward or upward depending 
on the fuel cost. The term of the contract is 40 years. 

I want to correct for the record a statement from the House. report 
that during the term of this contract the Government does not lease 
or rent the generating facilities of Western Electric Cooperative, nor 
does the Department of the Interior or the Government acquire any 
interest, either directly or indirectly, in the steam electric generating 
plant. 

Senator Haypen. Do you think the House report is in error on that / 

Mr. Burrow. That is right, sir. 

Senator Haypen. There are other items in the House report which 
you refer to; that they thought development had not proceeded far 
enough and they might take another look at it in January or February 
next. 

Mr. Burrow. That is not exactly right. There are facilities ready 
to be energized today. The Missouri boys will bring that up. It is in 
Missouri. Iam not familiar with that problem. 


GOVERNMENT PURCHASE RIGHTS 


Our contract provides that after the expiration of it that the Gov- 
ernment has the right to purchase that line for $10 and other valu- 
able considerations. That contract has later been amended that be- 
fore the Government can exercise its option to purchase, that it must 
be approved by the Congress. 

Senator Haypren. Personally I think the Congress would prefer 
when the time comes for you to own it just the same as a private util- 
ity should own its own line. 


POWER RATES 


Mr. Burrow. Under these wheeling agreements it is costing the 
Government, under the Oklahoma contracts, approximately 2.6 mills 
per kilowatt-hour to wheel energy over tlie company’s lines. That 
cost does not include the cost to the Government for operating its 
own transmission facilities. In my opinion this thing is going to be 
a good contract or an equitable contract. If the Government is going 
to pay the companies for wheeling the power, the companies ought 
to pay the Government for wheeling their power. Is there anything 
wrong about that ? 

Our contract recites that the contract becomes null and void and 
inoperative when and if the Congress fails to make the necessary ap- 
propriation to purchase the power and rent the transmission lines. 
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POWER CASE 


This committee is well aware of the cause of action that has been 
brought by the utility companies of the State of Missouri against 
the generating and transmission cooperatives of that State and others 
and the case is now in the court. That was clearly outlined this 
morning. 

The Oklahoma companies are not parties to this suit, nor is Western 
Electric Cooperative a defendant inthe case. But the contract between 
Western Electric Cooperative and the Southwestern Power Admin- 
istration is similar in every respect. L will not say in every respect, 
ss similar to the Missouri contract with SPA. We will be affected 
by the outcome of that suit as though we were specifically named. 

Senator Haypren. Did not the House put money enough in to im- 
plement your contracts 

Mr. Burrow. No, sir. 

Senator Haypren. Are you sure / 

Mr. Burrow. I am positive. 

Senator Haypren. ‘The money allowed by the House for the Okla- 
homa utility companies is $193,000. The M. & A. Electric Power 
Corp. is $37,000. The Western Electric Cooperative is $265,000. 
You are not a part of that suit. You are not concerned with it in any 
way. What you are asking is equal treatment with the Oklahoma 
company. 

Mr. Burrow. That is right. My attorney tells me in his opinion 
if the suit is decided against the Government, that we would be af- 
fected because it enjoins the Department of the Interior or prohibits 
the performance of the contract. 

Senator Haypen. You are trying to differentiate between the situ- 
ation in Oklahoma and the one in Missouri ¢ 

Mr. Burrow. We are all in the same boat together. I will be cut 
out regardless of what happens in Missouri. 

Senator Haypen. That is why I was quoting the breakdown to you. 


ABRIDGEMENT OF POWER CONTRACT 


Mr. Burrow. We are already cut out. 

Western Electric Cooperat ive entered into a contract with the South- 
western Power Administration in good faith. The Congress had full 
knowledge of this contract and appropriated suflicient funds to the 
Southwestern Power Adiinistration for the building of a 138,000- 
volt transmission line from Tupelo to Anadarko, Okla., and that line 
is completed and on our plant site todaw. 

This line was built for the sole purpose of carrying out this contract. 
There are, in my opinion, only two ways the contracts between the 
Government and the cooperatives can be abridged, first with the Con- 
gress failing to make the appropriation to enable the Government to 
carry out the terms thereof, and s secondly, by the courts. 

Should this committee follow the House action and refuse to restore 
the appropriation, the court could and might take the position that 
inasmuch as the Congress had failed to m: ake the ¢ appropriation, the 
contracts between the cooperatives and the Government are inopera- 
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tive and canceled, and for that reason there would then be no question 
before the court for judicial determination. 

I am of the opinion that this case before the court should be tried 
upon its merits, and to be sure that the courts will pass upon this issue, 
we urge this committee again to restore the funds deleted by the sub- 
committee of the House Committee on Appropriations. Whoever 
wins or loses in the first round, the case will ultimately be decided by 
the Supreme Court of the United States beyond any question. 

Senator Haypen. Is Senator Kerr correct in saying if we put up 
this money now we can get it back within a reasonable time? 

Mr. Burrow. Certainly. Our contracts are good contracts. I will 
explain that later. 

Senator Haypen. What I am trying to get at is if Congress appro- 
priates $265,000 to carry out the contract as you have set it out, is it 
going to lose $265,000 or is it going to get the whole $265,000 back? 

Mr. Burrow. It will get it back and then some. 

Senator Haypen. We are interested in where the taxpayer gets off 
on this. 

Mr. Burrow. The taxpayer does not enter into this program. This 
is paid for out of the receipts. This is not an appropriation. This 
money is out of the continuing fund, but it can only be spent in accord- 
ance with the language. 


LEGAL STATUS OF COOPERATIVES 


Western Electric Cooperative, being a private corporation under 
the laws of the State of Oklahoma, has, in my opinion, the same legal 
right to enter into an “exchange of power agreement” with the South- 
western Power Administration as do the Oklahoma companies. We 
are just as private a corporation as the Public Service of Oklahoma 
= the Oklahoma Gas & Electric Co. is. They did not write two sets 
of laws. 

It is my opinion that if the Government has the right to build trans- 
mission lines, certainly they would have the right to lease transmission 
facilities and that is no different in its effect and results from what the 
Government is doing under the contracts entered into with the Okla- 
homa companies. The Government pays the companies in capacity 
and service charges, which does in truth and in fact accomplish the 
same result as a rental of the facilities of the companies. 


INTEGRATION OF POWER SYSTEMS 


It is recognized in all of the contracts by all of the parties that the 
characteristics of the federally owned hydroelectric projects in the 
Southwest area are such that the maximum utilization and benefits 
of the hydroelectric power-producing capacity of such projects are 
secured when they are integrated with eneng electric-generating 


capacity and used primarily for the producing o 
the supplying of the peak loads in the area. 

The contracts between the companies and Southwestern Power Ad- 
ministration recite this fact as do the contracts between Western Elec- 
tric Cooperative and the Government. It is further recognized that by 
an integration of the federally owned hydroelectric projects with the 
fuel-burning electric-generating plants, and also integrating the trans- 


peaking power for 
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mission facilities owned and leased by the Government with that of 
the companies, will ultimately benefit all consumers of electric energy 
in western Oklahoma and other areas where this policy is adopted. 

Senator Hayven. If the effect is the same if you changed the name 
from rental to what the companies are doing, we would be all right; 
is that it? 

Mr. Burrow. That is exactly right. Our contract with the South- 
western Power Administration is a different type of wheeling arrange- 
ment than that which the Oklahoma companies have. Under our 
contracts the Government leases, operates, and maintains electrical 
transmission lines in lieu of the payment of any service charge as pro- 
vided under the Oklahoma contracts. For this consideration the Gov- 
ernment has the right to utilize the capacity of said transmission facili- 
ties to serve our member cooperatives and to utilize the capacity over 
and above that required by our member cooperatives to supply energy 
and capacity to other preferred customers of the Government. 

Under this arrangement the Government may utilize the transmis- 
sion facilities to their maximum capacity. 

Under the “exchange of power agreement” between Western Electric 
Cooperative and the Government our fuel-burning generating plant 
is integrated with the hydropower of the Government. We firm up the 
Government hydro capacity, thereby achieving the same kind of inte- 
gration under our agreements as are the Oklahoma companies under 
their contract with the Government. 

The agreements under our contract provide for the full utilization 
of both the steam electric generating plant and the electrical trans- 
mission facilities, thereby permitting the delivery of low cost elec- 
trical energy to more than 50,000 farm homes in western Oklahoma 
and other perferred customers of the Government, carrying out to 
the fullest the intent and purpose of the Flood Control Act of 1944. 


COMPARISON OF POWER CONTRACTS 


In comparing the contracts between the Oklahoma companies and 
the Government with that of Western Electric Cooperative and the 
Government, the analysis made after making certain basic assump- 
tions, revealed that they are approximately equal insofar as the rev- 
enue of the Government is concerned. However, there are so many 
intangible factors that would enter into this problem that cannot be 
foreseen and accurately determined, we believe this contract should 
be given an opportunity to operate. It is our opinion that we are 
entitled to the same consideration as the Oklahoma companies. 

It is recognized that the contracts between all parties, the com- 
panies and the Government and the cooperatives and the Govern- 
ment, are not ideal in every respect and the contracts between the 
Government and the companies may be reviewed every 3 to 5 years 
for the purpose of correcting any discrepancies or any irregularities 
that might exist, and so it is with our contract with the Government. 
The schedule A rate contained therein, under which Government 
power is sold to our member cooperatives, is subject to review by the 
Federal Power Commission at scheduled intervals. 
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SF FECT OF HOUSE CUT 


The failure of the subcommittee of the Committee on Appropria- 
tions, House of Representatives, to make this appropriation has al- 
ready had its effect in western Oklahoma. Negotiations were in 
process between the Southwestern Power Administration, the Okla- 
homa Gas & Electric Co. and Western Electric Cooperative, wherein 
the Oklahoma Gas & Electric Co. would energize a 125-mile segment 
of the electrical transmission lines being constructed by Western 
Electric Cooperative to relieve the company’s overloaded facilities in 
western Oklahoma and also to serve as a stand-by service for one of 
the large customers of the Oklahoma Gas & Electric Co. located at 
Southard, Okla. 

It was agreeable with Western Electric Cooperative that this agree- 
ment be made, but obviously, in view of our contract with the Govern- 
ment, it was necessary that the Government participate in all nego- 
tiations. As a result of the decision of the Committee on Appro- 
priations in the House, the Oklahoma Gas & Electric Co. is now dupli- 
cating, or plans to duplicate the facilities which we have constricted. 
In the support of this evidence, if it’s agreeable with this committee, 
I would like to introduce the following letters into the record : Letter 
from Mr. W. B. Gesell, vice president of the Oklahoma Gas & Elec- 
tric Co., to Mr. George J. Neighbors, chief, division of sales, South- 
western Power Administration, Tulsa, Okla., and letter from Mr. 
Douglas G. Wright, Administrator of the Southwestern Power Ad- 
ministration, to Mr. W. B. Gesell, in reply. 

Senator Haypen. They will be included in the record. 


(The letters referred to follow :) 


ExnHtpir A 
APRIL 2, 1952. 
Mr. Grorce J. NEIGHBORS, 
Chief, Division of Sales, Southwestern Power Administration, 
Tulsa, Okla, 

Dear Mr. NetGurors: I am attaching hereto four copies of a redraft of the 
proposed contract between Oklahoma Gas & Electric Co. and Southwestern Power 
Administration covering the use of the transmission facilities which have been 
under discussion. 

There has been some delay in the redraft of the contract since it was presented 
to us. We have not pushed this revision as fast as it could have been done for 
the reason that we have been involved in very serious right-of-way difficulties in 
getting the proposed connecting line from El Reno out to the junction with the 
Government's transmission line north of Calumet. These difficulties were for a 
time so serious that we considered abandoning that route and solving our prob 
‘Jem in a different way. It appears now, however, that while the right-of-way 
is not settled, a solution is in sight. 

As soon as you have examined this draft, we should like to arrange a confer 
ence cn any further changes. Particularly, it will be necessary to decide on 
location of certain facilities and on methods of operation with the distribution 
cooperatives. A schedule of completion of facilities is likewise important. We 
can have this conference in either Oklahoma City or in your offices in Tulsa 
Perhaps we can discuss this by telephone. In any event, an early reply is 
solicited. 

Very truly yours, 
W. B. GESELL, 
Vice President in Charge of Operations. 
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Exuipsir B 


UNrrep STATES DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN Power ADMINISTRATION, 
Tulsa 1, Okla., April 7, 1952. 
Mr. Water B. GESELL, 
Vice President, Oklahoma Gas & Electric Co., 
Oklahoma City, Okla, 

Dear Mr. Gese_t: This will acknowledge receipt of your letter of April 2, 
1952, together with the four copies of a redraft of the proposed contract be- 
tween Oklahoma Gas & Electric Co. and Southwestern Power Administration, 
covering the use of certain transmission facilities being constructed by the 
Western Electric Cooperative. This letter will also confirm Mr. Neighbor’s 
telephone conversation with you on April 4, 1952. 

Due to the recent action of the House of Representatives on our request 
for funds to pay the rental on properties to be leased from generating and 
transmission cooperatives, this Administration does not now deem it advisable 
to amend its lease agreement with the Western Electric Cooperative, so as to 
enable this Administration to take over certain transmission facilities of the 
cooperative in advance of the time they would otherwise be taken over. We 
regret very much that this action will prevent us from going forward with 
the proposed contract with your company for the use of certain transmission 
facilities of the Western Electric Cooperative. 

We certainly appreciate the time and effort that you have put forth in 
trying to reach a satisfactory agreement under the proposed contract, and it 
is our hope that some time in the future we may be able to enter into a 
similar agreement with your company for the use of transmission facilities 
under the jurisdiction of this Administration. 

Very truly yours, 


DousLas G. Wricut, 
Administrator. 


Mr. Burrow. In the instance above referred to we recognize and 


they should recognize, there is no doubt in our mind, that this 138,C00- 
volt line would ultimately have to be constructed to take care of the 
future load growth of that area, but it could be postponed for the 
moment. But it has already had its effect. 


REVIEW OF PROGRAM BY CONGRESS 


I was particularly interested in Mr. McKee’s statement this morn- 
ing. He stated that everything should come before this committee 
and before the Congress for review. We concur in that, but we 
think we should not be discriminated against. In other words, in 
the appropriation here you permit the Government to exchange with 
the company energy which has a value in dollars and cents for which 
there is no accounting done. You are permitting the payment to the 
companies in energy “and ¢ apacity. Whereas, our contracts provide 
that payment shi Ibe in cash both ways. If you are sincere in that 
and want it to be reviewed by the Congress, let us set up to where 
when the companies buy so many kilowatt-hours from the Govern- 
ment they pay for it, and when the Government buys so many kilo- 
watt-hours from the company they pay for it. Then it will be re- 
viewed every year and you will see how the thing comes out. I think 
it would be a wonderful program. 

What you are doing now under the present set-up amounts in sub- 
stance to this: That this C ongress would not permit a purchaser of 
grain for the Government in “the State of Kansas or Oklahoma to 
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o out and rent an elevator for the storage of that grain and pa) 
a that rental in wheat. That is exactly what you are doing wit) 
these company contracts in substance. If you are going to let the 
pay in kind, we want to pay in kind. If we are going to pay in dollars, 
et them. I think it is wonderful for the Government to review this. 
I concur with Senator Cordon and I am sorry the distinguished Sen- 
ator is not here today insofar as the revolving fund is concerned. | 
think that this continuing fund language should be drawn to accom- 
aes the purpose which I have just outlined to you. Then you will 

ave an opportunity to see the monetary value of the contracts with 
the company and the contracts with the cooperatives. It might revea!| 
some very interésting things to you. 

I would certainly recommend that this committee give it serious 
consideration. 

In conclusion, Mr. Chairman, I was amused here this morning when 
Mr. McKee or Mr. Wilkes made the statement that they had facilities 
to cover the State of Missouri. I don’t doubt that, but what is the 
capacity of those lines? Furthermore, that the court action is brought 
by the companies to determine if the Government has the right to 
purchase steam power. Would they have the right to purchase steam 
power from the companies if that 1s decided against them? I would 
say “No.” In my opinion they would not have, if it is decided against 
them, the right, nor would we have it, because we are a company. 

Thank you very much for your kind consideration. 

Senator Haypen. The recommendations made in regard to the 
Southeastern Power Administration, they did not object to the pur- 
chase of power if it was for the sole purpose of firming up what the 
Government had in hydro? 

Mr. Burrow. That is what the case says, though. 

Senator Haypen. They did not want the Government to put in 
transmission lines and facilities and then actually supply their cus- 
tomers with power neither generated nor firmed up by the Govern. 
ment. There was a limit there. 

Mr. Burrow. We are in the same category exactly. We have got 
the same type of integration as does the Government. We are not 
opposing the company contracts. 


12-COMPANY CONTRACTS 


But that brings up this question about the 12-company contracts. 
The 12-company contracts make us say that we think there ought 
to be a contract. It is referred to as a 12-company contract and it 
has been approved. Before it gets through it may be a 5-company 
contract. So alluding to that as a 12-company contract, that is a 
misnomer. We think there should be a contract that works in the 
public interest; that the cooperatives are protected, the Government 
is protected, and the company is protected. 

We are just sorry that utility companies are just now waking up 
to the issues. If they had done that years ago, we would not. be 
here today. I remember when this program started they were to 
make a study to carry out the intent of the REA by electrifying the 
rural areas of this country. At the end of that study they said it 
was economically unsound and they could buy it back 50 cents on 
the dollar. The thing they objected to, in my opinion, was that a 
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group of farmers took hold of a program that the tax-paying, free- 
enterprise utility companies said was doomed to ultimate failure 
and made it into one of the most profitable undertakings that has 
transpired in this Nation during the past decade. If you want to 
know who are the tax-paying utilities of this Nation, it is the rural 
cooperatives of this Nation. 

Senator Haypen. Thank you. 

Mr. Schauwecker. 


STATEMENT OF STEVE A. SCHAUWECKER, PRESIDENT, CENTRAL 
ELECTRIC POWER COOPERATIVE, JEFFERSON CITY, MO. 


POWER SHORTAGE IN CENTRAL MISSOURI 


Mr. ScHauwecker. My name is Steve A. Schauwecker. I live 
on a farm and am a member of an REA distribution cooperative. 
I am speaking to you as a farmer and representative of the Central 
Electric Power Cooperative, which was organized by five distribution 
cooperatives and Sho-Me Power Corporation. 

The Central Power Cooperative will serve rural electric users in 
35 counties of central and south central Missouri. The central 
Missouri area has experienced a serious power shortage during the 
last 10 years, as has been previously substantiated by recorded 
testimony before your committee. In addition to the shortage of 
power, the high cost per kilowatt-hour has retarded the use of 
electricity in this area. Today with the ever dwindling manpower 
on the farm because of induction into the armed services and the 


constant demand for more food and fiber by the Nation, what single 
item could do more towards meeting this problem and demand than 
abundant low cost electric power ? 


POWER INTERCHANGE AGREEMENT 


In order to alleviate this shortage, the Central Electric Power 
Cooperative entered into an interchange agreement with the South- 
western Power Administration which will bring about the desired 
results for the rural people in the area by delivering electricity at 
schedule A rates, set by the Federal Power Commission, the costs 
of power and lines to be liquidated by the consumer at no cost to the 
taxpayer. Who but the private companies could deny such an 
arrangement ¢ 

The private companies have been trying to remove or bypass the 
preference clause which was inserted in the Flood Control Act of 
December 22, 1944, giving preference to cooperatives, municipalities 
and other public ies, to the power generated at Federal reservoir 
projects. I ask you, why should private companies have a monopoly 
of this power generated by the taxpayers’ money, for their private 

rofit, whereas the cooperatives, municipalities and other public 

ies render a service to their fellow citizens on a nonprofit basis? 

Because of the prevailing power shortage and the high cost of 
electricity, the Central Missouri REA distribution cooperatives re- 
quested the arrangement they now have with Southwestern Power 
Administration. 
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RESTORATION OF CONTINUING FUND 


This arrangement, negotiated in good faith by the cooperatives anc 
the Southwestern Power Administration, is rendered useless unless 
ihe continuing fund, reduced by the House of $231, OOO, is restored 
by the Senate to the budget estimate of $1,425,000, in order that the 
Government m: Ly meet its obligation under contractual arrangements 
with farmer-owned cooperatives that now exist. The above obliga 
tions are predicated on prev ious congressional action, such as provided 
under 16 United States Code 825s (1), from which I quote: 


Continuing fund, power transmission facilities: All receipts from the trans 
mission and sale of electric power and energy under the provisions of section 
5 of the Flood Control Act of December 22, 1944 (16 U.S. C. 825s), generated or 
purchased in the southwestern power area, shall be covered into the Treasury 
of the United States as miscellaneous receipts, except that the Treasury shall 
set up and maintain from such receipts a continuing fund of $300,000, including 
the sum of $100,000 in the continuing fund established under the Administra- 
tor of the Southwestern Power Administration in the First Supplemental 
National Defense Appropriation Act, 1944 (57 Stat. 621), which shall be trans- 
ferred to the fund hereby established: and said fund of $300,000 shall be placed 
to the credit of the Secretary and shall be subject to check by him to defray emer- 
gency expenses necessary to insure continuity of electric service and continu- 
ous operation of the facilities, and to cover all costs in connection with the 
purchase of electric power and energy and rentals for the use of facilities for the 
transmission and distribution of electric power and energy to publie bodies, 
cooperatives, and privately owned companies. Provided, that expenditures 
from this fund to cover such costs in connection with the purchase of electric 
power and energy and rentals for the use of facilities are to be made only in 
such amounts as may be approved annually in appropriation acts, 


This action taken by Congress permits the arrangements which now 


exist between Central Electric Power Cooperative and the Southwest- 
ern Power Administration. 


CARRYING OUT OF AGREEMENTS 


Since money has been provided by Congress to carry out the in- 
terchange arrangements between private companies and Southwest- 
ern Power Administration, we are sure that the Congress will not 
wish to penalize the cooperatives by withholding the money to carry 
out their arrangements. 

The Eighty-second Congress, in its second session, House of Rep- 
pepenatexee, Report No. 1628, recommended an appropriation of 

31,000 to be used for the purchase of power, the payment of wheel- 
ing charges, and the rental of transmission facilities of electric coop- 
eratives and private utilities in the Southwestern Power Adminis- 
tration area. 

The House did not provide funds to carry out the contractual ar- 
rangements between Southwestern Power Administration with the 
Central and Western Electric Power Cooperatives because they felt 
that the facilities would not be completed to require funds during 
1952. However, at that time the Congress was not informed that 
portions of the Central Electric Power Cooperative transmission 
system are now ready to be energized whereby Sho-Me Power Corp. 
could receive power immediately. 
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BULL SHOALS-MANSFTELD-MARIES-TAHOMA LINES 


The line is completed at Mansfield. Sho-Me needs the power, and 
it can be delivered provided the money is advanced so that SPA can 
carry out the contractual arrangements, 

Senator Haypen. Let me see if I have the location of the Sho-Me 
Power Corp. correctly. Is that more in southeastern Missouri / 

Mr. Scuauwecker. That is more in the south central portion, the 
way I related it in here. It is 55 miles from Bull Shoals Dam, and 
from Bull Shoals Dam to Mansfield the line is completed, ready to 
be energized tomorrow. 

The line from Mans‘ield to Dixon will be completed in June. 

The line from the Maries sub, as we call it, to Tahoma, is under 
construction and will be completed sometime during September. 

Senator Haypren. Did anyone representing the cooperatives pre- 
sent those facts to the Congress ? 

Mr. Woop. Mr, Chairman, may I say that through some oversight, 
our group did not appear before the House committee. I wrote the 
chairman of the subcommittee, the Subcommittee on Interior Appro- 
priations, and for some reason I did not receive an answer to my letter. 
Therefore, we were not before that committee. 

Senator Haypen. The point is that the representation is made here 
that the House acted upon a misapprehension of facts. 

Mr. Scnauwecker. Yes. They did not know that we had advanced 
that far along. Something else happened. The material situation 
has opened up since then, and the estimate provided by the South- 
western Power Administration was made long before, prior to the 
time. Money was not included. 


COOPERATIVE TRANSMISSION SYSTEM 


As I was saying, portions of the Central Electric Power Cooperative 
transmission system are now ready to be energized, and that will 
require funds by SPA to meet the contractual obligation which the 
House had not anticipated at this time. That will be completed by 
sometime in September; that is, the 119,000-volt line and the 69,000- 
volt line. 

Therefore, money will be required to put the project into operation. 

Therefore, I say, in view of the progress that has been made, we 
hope that the Senate will restore the continuing fund so that we can 
operate and bring this power up to the rural areas where people are 
in such dire need of it. The lines are up and the money is invested. 

Therefore, why should we let the lines set up there and let the peo- 
ple sit out there without the power and not use the facilities which 
would return revenues to help repay the loan ? 

Therefore, I hope the Senate will see fit to restore this continuing 
fund. 

The lines that the private companies talked about this morning 
in showing their map can only carry a small particle of the load that 
is required in central Missouri, Ali the lines that they can build and 
all the lines that we are going to build will not supply ample power 
in the area 

It will be a long time before we will catch up with the production 
of power as the needs arise. 
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Therefore, I plead with you gentlemen to help the people in the area 
and restore the continuing fund. 
I wish to thank you for the time and the courtesy you have shown 


us. 
Senator Haypen. Thank you, sir, for your statement. 


STATEMENT OF JACK HAUGH, PRESIDENT, SHO-ME POWER CORP., 
MARSHFIELD, MO. 


LEASE OF GOVERNMENT TRANSMISSION LINES 


Mr. Haven. Mr. Chairman, I have a brief statement. 

Senator Haypen. Go right ahead. 

Mr. Haven. My name is J. W. Haugh. I am president of the Sho- 
Me Power Corp., of Marshfield, Mo. 

Sho-Me Power Corp. is a public utility operating under the juris- 
diction of the Missouri Public Service Commission, serving 11 rural] 
electric cooperatives at wholesale and approximately 11,000 retail 
consumers in 19 counties in south central Missouri. 

Sho-Me Power Corp. entered into a lease-operating agreement with 
the Southwestern Power Administration in January 1950 in good 
faith. 

This lease-operating agreement was considered by Congress in thie 
Interior Department’s appropriation bills. 

Sho-Me Power Corp. has proceeded on the basis of the agreements 
entered into with SPA. 

The 11 rural electric cooperatives served by Sho-Me, depending on 
Sho-Me for power source, are carrying out the area coverage policy 
of REA as requested by Congress. 

The lease agreement applies to the area coverage policy to the power 
supply field in the area. 

HOUSE CUT 


The House committee, as you know, withheld the appropriation of 
funds for the carrying out of the SPA lease agreement on the as- 
sumption that the funds would not be needed previous to January 
1, 1953. 

Construction schedules have advanced to a point where funds for 
the operation of the lease agreement are needed now. 

In the event funds are not made available for the operation of the 
lease agreement this year, the facilities cannot be utilized to the best 
advantages; Sho-Me will be forced to pay a substantially higher cost 
for its power supply and will curtail the program of extending electric 
service in the rural areas. 

We ask that the request of SPA for funds for carrying out the 
provisions of the lease agreements this year be given favorable con- 
sideration by this committee, in the light of conditions which now 
exist. 

It has been testified here today that the line from which Sho-Me 
will take power is now energized. ‘The power is urgently needed to 
energize distribution lines being qoudplitell bp two or three of the REA 
distribution cooperatives in the area, and we are in very urgent need 
of having this agreement in operation at the present time. 
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TRANSMISSION FACILITIES SCHEDULE 


I believe that on this interesting map here you will notice a complete 
void of any transmission facilities in the area of which I am speaking. 

Here is Mansfield, at which point Sho-Me is now ready to take power 
on this Bull Shoals line, which is completed and ready to be energized. 

You see no transmission lines shown in this area at all. The only 
transmission lines in the area on out are those owned and operated by 
Sho-Me Power WORD wee are a pas of this lease agreement. 


Senator Haypen. How about that line from Mansfield running 
west ? 


Mr. Haven. This is a proposed SPA line. 

Senator Hayrpen. That is what I am getting at. That has not been 
built, has it? 

Mr. Haven. That is over to Springfield. It is under construction. 

Senator Haypen. But it has not been completed and it could not 
carr “7 power in the next fiscal year, could it ? 

Mr. Haven. I don’t know what the completion schedule on that 
particular line is. 

I believe it was Mr. Wilkes who would have you believe that all of 
these lines are proposed lines, to be built at some time in the future. 
This line, as we have mentioned, is completed, standing idle at the 
present time, with the power urgently needed. 

It is also completed over to the Dixon area that Mr. Schauwecker 
mentioned, and on up to the Central Missouri’s steam generating plant 
at Chamois. 

Senator Haypen. The east and west line to which I refer, from 
Mansfield, is certainly not going to be in operation during the next 
fiseal year. That, I assume, is true of a large part of this long yellow 
line that runs up through central Missouri. 

Mr. Burrows. The long yellow line, Senator, is not scheduled for 
completion until July 1, 1953; that is, the plant and lines combined. 
It is possible for some of the line to be completed at an earlier 
date. 

Senator Haypen. What you are talking about is your immediate 
problem of one line. 

Mr. Haveu. That is the particular point I was talking about at the 
moment. 

Of course, action on the continuing fund has affected all the lines, 
some of which may not be ready to use immediately. But this one, 
which is also included in that category, is now ready, and the power 
is very much needed at Mansfield and could be put into operation in a 
few days at any time it is available to do so. 

I assume that that information possibly was not available at the 
time the House committee acted on it. 

In the event funds are not made available for the operation of a lease 
agreement this year, those facilities, of course, cannot be used, and 
Show-Me will be forced to supply power from some other source at 
greatly increased cost, power that is available there with the facilities 
already constructed, and there is no way under present conditions of 
repaying the funds until they are put in use. 

There will be no duplication in this particular area, nor do we have 
any quarrel with anyone building any lines or substations, or any- 
thing that might be necessary to serve loads which we know are 
necessary. 
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We are not classifying them as fantastic, or anything of that nature. 
I think they are all very y much needed. 

And we certainly are not.attempting to try any lawsuits in this com- 
mittee here today, although I notice we have ample legal talent for one 
side of a lawsuit if we want to tr y one today. 

But if a lawsuit is to prevent going ahead with any contracts, cer 

tainly we will have lawsuits filed continuously from now on. 

We feel we have an obligation to go through with the agreements 
that have been made, that have been made in good faith, and made 
with full knowledge of Congress at the time they were made. 

We are asking that the funds for the Southwestern Power Adminis. 
tration continuing fund be restored so that that possibility may be 
completed immediately. 

Thank you. 

Senator Haypen. Thank you, sir. 

Mr. Venissat. 


STATEMENT OF W. A. VENISSAT, MAYOR, VINTON, LA. 
SUPPORT OF SPA CONTINUING FUND 


Mr. Venissat. Mr. Chairman, I am W. A. Venissat, mayor of the 
town of Vinton, La. 

I am chairman of the rate study committee appointed by the presi- 
dent of the Louisiana Municipal Association, an organization com- 
posed of 186 municipalities of Louisiana. 

I have been duly authorized by the municipal association to appeat 
before this committee in support of the Southwestern Power Adiniiie 
tration appropriations. 

The Louisiana Municipal Association Raté Study Committee was 
appointed in June 1951, for the purpose of investigating discrimina- 
tory rate practices exercised by the commercial power companies of 
Louisiana. By rate discriminatory practices, I mean that the com- 
mercial power companies have charged the munic ipalities as much as 
117 percent higher wholesale rates than the ¢ eee in Louisiana. 

We have appeared before the Louisiana Public Service Commission 
and have verbally objected to the discriminatory practices. However, 
we have filed no legal action and no briefs in support of the claim. 

Subsequently we have worked with the Southwestern Power Ad- 
ministration and have found that contracts were under negotiation 
with 12 commercial power companies, four of which operate in 
Louisiana. 

As chairman of this committee, I have attended all meetings and 
supported the negotiations and feel that these contracts would defi- 
nitely solve the ‘problems of the Louisiana Municipal Association 
insofar as wholesale rates are concerned. 

Consequently, the municipal association has taken no legal action 
pending the outcome of the 12 company contracts and the South 
western Power Administration. 


HOUSE ACTION INADEQUATE 


The continuing fund approved by the House committee in the 
amount of $231,000 would be inadequate for the Southwestern Power 
Administration to honor their contractual agreements for the lease of 
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transmission facilities and the purchase of power for redistribution 
to the preferred customers. 

Incidentally, that $231,000 is for the wheeling of power by the Okla- 
homa commercial companies and the M. & A. Cooperative generating 
plants in Missouri. 

In Oklahoma, SPA has a power interchange contract with two com- 
panies. A 12-company contract, is under negotiation by SPA and 
12 companies, similar to the Oklahoma contract. We feel that this 
12-company contract would be a relief to the situation in the South- 
west area. 

Now, Congress has approved an appropriation of $231,000. How- 
ever, in the budget for SPA they wanted $1,425,000 to carry out the 
contract. that is proposed with the 12 companies in that area. 

In the event that this appropriation is not made, the contract could 
not be carried out. 


EFFECT OF HOUSE CUT ON 12-COMPANY CONTRACTS 


The 12-company contracts and the continuing fund are interdepend- 
ent and unless the continuing fund is approved the 12-company con- 
tracts would not be an effective instrument for distribution of power 
to the preferred customers; that is, to the municipalities and electric 
co-ops at rates which they can afford to pay. 

The reason that the w heeling contracts and the continuing or operat- 
ing fund are interdependent is that, if the continuing fund blows up 
and thereoy deprives SPA from purchasing steam power during off- 
peak hours from the electric co-ops generating plants, then it will 
affect the A rate schedule to the municipalities and electric co-ops 
under the wheeling contract. 

By the same token, if the wheeling contract should blow up, it would 
affect the rate to the generating co- ops. 

So you see, gentlemen, why we in Louisiana are anxious to have 
this continuing fund approved in full, because when we get this power 
through the wheeling contracts, we want it to be at prices we can 
afford to pay. The over-all plan is predicated upon interchange of 
power with the cooperative G, and T.’s and the interchange of power 
between the commercial power companies and the public power gen- 
erated at the dams. 


CONTRACT BENEFITS LOUISIANA 


Louisiana being completely isolated from securing hydroelectric 
power, will, with the 12-company contracts, benefit by obtaining 
cheap power generated at the dams, through the facilities of the power 
companies. 

This not only applies to a large number of municipalities of the 
municipal association, but also to the cooperatives. It is also true 
that the commercial power companies will materially benefit from 
this integration of power. 

‘In view of the seriousness of the situation which exists in Louisiana, 
and the Southwest area, I earnestly solicit and request that this com- 
mittee restore the full appropriations in the amount of $1,425,000. 
I feel that our people deserve equal rights with other people, in order 
that they can realize equal benefits by obtaining low-cost power. They 
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deserve fulfillment of their power exchange agreements along with t}\. 
agreements of others, and they expect the Sovsnnnent to fulfill its 
contractual obligations through the assistance of the Congress j\, 
providing the necessary funds. 


MISCELLANEOUS FUND 


In addition to the continuing fund that was mentioned here thi- 
morning with regard to the miscellaneous fund, the power companic~ 
expressly stipulated in the proposed 12-company contract that the, 
would be the sole judge as to whether they would run a line to a pre 
ferred customer. 

The SPA asked for the miscellaneous fund, which is a small amount 
I think it was mentioned here this morning as being some $400,000. 
The SPA needs that because they might have a few miles that they 
would have to run a line, and if the private utilities say they cannot 
serve them, then some us of down there will suffer not only there, but 
in the entire southwest area. 

I refer to it as a continuing fund, but actually the term continuing 
is repulsive to me because it means something perpetual. That is 
the way [think itis. If they would name it in its own real name, ani| 
call it an operation fund, that is the true name for it, because that is al! 
the Southwest Power is asking for. They are asking for an operating 
fund in order that they can fulfill the contract and live up to the con- 
tract as they signed it. 


COST OF INTEGRATION PLAN FULFILLMENT 


This contract is integrating all power companies and letting plants 
run more efficiently, letting us who are isolated from the hydroelectric 
projects benefit by that power and not burdening any particular group 
by benefiting all. 

The nucleus that this contract is forming is that of the old story that 
united we stand and divided we fall; that is all that contract means. 

So $1,425,000 will let SPA fulfill their contractual obligations. 

I feel that even though down in Louisiana, where most of it is flat 
country, we don’t have any potential hydrogenerating prospects there. 
But tomorrow, next week, or next month, or next year, we may have 
some other type of mineral or something that can be found that will be 
beneficial to the Nation as a whole, and we can all derive full benefits 
by efficiency of integration. 

I think that the appropriation asked for would give us in that six 
State area a chance to have power distributed to us at a reasonable 
cost. I can remember the time when you were able to buy a 98-cent 
fan, but the power was so costly you could not run the fan. 

In some particular isolated areas it is almost that way today in our 
State, and I feel that because the Government has entered into the 
thing in a broad view and over a broad scope, that they are doing 
something for everybody and hurting no one. 

I believe I am right in so saying, and I hope you will present to the 
committee our plea and consider it well. 

I thank you. 

Senator Haypen. Thank you, sir. 

Mr. Poprr. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1373 


STATEMENT OF DOYLE POPE, PRESIDENT, OKLAHOMA STATEWIDE 
ELECTRIC COOPERATIVE, NORMAN, OKLA. 


RESTORATION OF CONTINUING FUND BUDGET 


Senator Haypen. I notice you have a prepared statement, sir, which 
is quite lengthy. All of it can go into the record and you can high- 
light it. 

Mr. Porz. Yes, Mr. Chairman. I have already filed my copies and 
my statement will be very brief now. 

(The statement referred to follows :) 


STATEMENT OF DOYLE PoPprE, FARMER, OF THE VICINITY OF NORMAN, OKLA. 


I am Doyle Pope, a farmer residing 2% miles south and 114 miles east of 
Norman, Okla. I have been residing in this location since 1910. 

I am a member of the Oklahoma Electric Cooperative of Norman, Okla. 

We who are here today from the farms and the ranches of the six States in 
the Southwestern Power Administration area represent the interests of some 
600,000 farm families, roughly 3,000,000 rural people who get electricity from 
farmer-owned rural electric cooperatives. 

We are here for the purpose of inviting your attention to the urgent need for 
the restoration of the full amount of the continuing funds of the Southwestern 
Power Administration. We regret that the House committee which made the 
cut did not have the opportunity to find out what a grave threat their action poses 
to the rural electrification program in our State. By creating 2 precedent, this 
action extends the danger to the whole rural electrification program. 

As farmers and ranchers we are in the rural utility business by necessity and 
not by choice. All of you are aware that when we most needed electricity the 
existing utilities were unable or unwilling to serve rural areas. 

We are operating our own rural electric systems because the Congress passed 
legislation making it possible for us to obtain loan capital from the Rural Elec- 
trification Administration. 

We serve only the needs of our members and are therefore not in competition 
with other suppliers. We are very seriously concerned with the demand which 
our members have created for power. Electricity is now a necessity in farm 
production and an adequate, reliable, and economical supply of power is needed 
by our systems. Because the Congress passed the Rural Electrification Act mak- 
ing it possible, we are building steam generating plants as a part of a carefully 
worked out program to assure farmers that they will be able to get the power they 
need when they need it and at reasonable rates. As farmer-owned, farmer-con- 
trolled, private enterprises, we entered into a contract with the United States 
Government, acting through the Rural Electrification Administration, to borrow 
money. We contracted to pay back the money with interest and we intend to 
fulfill our contract. 

Again, as farmer-owned private enterprises, we entered into another contract 
with the United States Government, this time as represented by the Southwestern 
Power Administration. Our contract with SPA calls for the integration of the 
power produced by our steam-generating plants with the low-cost hydroelectric 
power marketed by SPA, 

We feel that we are entitled to expect the Government of the United States 
to fulfill its contract obligations. In our part of the country we put a great deal 
of weight on whether a man’s word is good. When his word is in contract form 
we consider it a sacred obligation. 

The effect of the contract between our farmer-owned systems and SPA is nulli- 
fied if the SPA continuing fund is not large enough to make the agreed-upon 
payments which SPA has promised to make to us for the output of our steam 
plants and the rental of our transmission facilities. 

By reason of our contract with the Government, we have gone ahead in good 
faith to construct generating plants and transmission networks which by January 
1, 1953, will have cost us at least $26,000,000. Is this plant investment designed 
to bring low-cost power to rural people to be an economic waste because the non- 
fulfillment of contract by the United States Government does not permit the 
facilities to be used for the purpose for which it was intended? 
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In the action cutting the SPA continuing fund, we feel sure that the House 
committee was influenced by both one-sided. and incorrect information. We are 
of the opinion that the House committee did not have the opportunity to acquaint 
itself with the relationship of the continuing fund and the rural electrification 
program in our six States. 

Nor do we believe that the House committee realized how dangerous to the 
rural electrification program everywhere is the precedent set by its action. In 
effect, the action gives to 10 profit power companies a victory by default, in g 
lawsuit which they have brought against the program and which they are in no 
hurry to have decided in the courts. 

The power company suit has strong propaganda overtones. It creates con 
fusion and delay. It is aimed at killing the farmer-owned generatin? and trans- 
mission program. Without ever having a hearing in court on questions of fact, 
the power companies stand to profit simply because the suit exists. Now they 
are asking the Congress to go along with them in compounding the confusion 

Here is what the House committee, after holding the Interior Department 
appropriations hearings, said in its report about the SPA continuing fund. It 
appears on page 4 of the report and it says: 

“An appropriation of $231,000 is recommended instead of $1.425,000 which 
was requested. The total budget was to be used for the purchase of power, 
the payment of wheeling charges, and the rental of transmission facilities of 
electric cooperatives and private utilities in the Southwestern Power Adminis 
tration area. Payments to three of the six organizations, two Oklahoma utility 
companies and the M. and A. Electric Cooperative, are to cover the cost of whee! 
ing power over their fransmission lines to preferred customers. The $231,000 
recommended is for the purpose of meeting these costs, 

“The program proposed to the committee also includes the purchase of all 
power generated by the other three organizations and the rental of all their 
transmission facilities. The question as to whether or not REA allotments 
to cooperatives can be used for the construction of generating and transmission 
facilities to be rented in total to the Southwestern Power Administration for 
the purpose of serving the customers and the question of Southwestern Power 
Administration’s authority to purchase steam generated electric power and 
energy has been placed before the courts. In view of this fact, the committee 
has deferred all funds programed for the purchase of power and the rental of 
facilities from the Central Electric Power Cooperative and the Sho-Me Power 
Corp. of Missouri and the Western Electric Cooperative of Oklahoma amounting 
to $1.194,000 in total. 

“This action has been taken without prejudice as to the merits of the budget 
request or the purpose for which the funds are to be used and can in nowise be 
interpreted as indicative as to any attitude on the part ef the committee as to 
the merits of the pending lawsuits. The existing contracts, if anv, with these 
organizations are continuing in full force and effect pending adjudication of 
the pending suits. However, the committee was advised during the hearings 
that in any event and without regard to the pending litigation, the funds re- 
quested wonld net he needed to make payments to the three organizations before 
Jannary 19538. It is hoped that the final decision in the pending cases will be 
rendered before that time. Under these circumstances, as well as for the reason 
stated above, the committee has deferred the making of appropriations at this 
time. There will be opportunity to determine what amounts, if any, may be due 
after judicial determination of the rights of the parties to the various contracts. 

“Tt should be stated most clearly that the committee does not attempt to pre 
judge or to take a position for or against either the Government or other parties 
invelved in the matters which have been submitted to the courts. The only 
purpose in deleting funds at this time is merelv to hold the entire matter in 
abevance until the courts have had an opportunity to give adequate attention 
to the controverted issues.” 

For all practical purposes, we can only interpret the House recommendation as 
saying that the construction of rural electric transmission lines or generating 
plants or any interchange of power with a public power agency can be brought 
to a halt at any time anywhere in the country simply by having someone file a 
lawsuit. This isa most dangerous precedent to set. If carried to its logical con 
clusion it would mean that the Congress as a matter of policy will not appropriate 
funds for anv Government operation so long as someone has filed a lawsuit 
questioning that operation. 

The committee says it hones that a court decision will be rendered before the 
deleted funds are needed. On what does it base this hope? 
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Here are the facts. Ten power companies, the Kansas City Power & Light Co., 
the St. Joseph Power & Light Co., Missouri Power & Light Co., Missouri Public 
Service Co., Missouri Gas & Electric Co., Union Electric Co. of Missouri, Missouri 
Utilities Co., Missouri Edison Co., and the Empire District Electric Co. have filed 
a suit against the Department of the Interior, the Southwestern Power Adminis- 
tration, the Department of Agriculture, the Rural Electrification Adminis- 
tration, and the Treasury Department, for the purpose of halting loans to the 
farm-owned generating and transmission systems and nullifying their contracts 
for the integration and interchange of power with the Southwestern Power 
Administration. 

It is pretty basic that there are two important things about lawsuits; first, that 
anyone who wants to spend his money that way can file a suit, and, second, that 
if he has a real case he wants the issues decided as soon as possible. 

The power company case has been in existence for a year and a half without a 
a decision being reached. The power companies do not give the impression of 
being an anxious plaintiff with a strong case. 

Presumably they are aware of the weakness of their stand and want to squeeze 
out all its propaganda value and attendant confusion and delay as long as pos- 
sible. This is indicated by their gesture of 6 months ago in seeking a temporary 
injunction. When they discovered that the completion of their gesture might 
involve posting of bond of around $20 million they lost interest. They did not 
put up and they did not shut up. They did not put up the bond and they did not 
shut up their propaganda. 

When will the case come to trial? We do not know. It is now pending in the 
United States District Court for the District of Columbia. No date has been set 
for the hearing. 

It is speculated that the case will be heard after the summer recess, perhaps 
in November. Can you honestly believe that it is likely the Congress will be in 
session late in the year and will have time to take committee and floor action in 
both Chambers before January? We cannot think so. And by January there 
will be a new Congress and the procedure would have to be started all over 
again. 

But that’s not half the story. No matter what the district court decides, one 
party or the other to the suit is going to take the issue to the court of appeals. 
And no matter what the court of appeals decides, one party or the other is going 
to take the case to the United States Supreme Court. For it is only in the 
Supreme Court that an absolute legal finding may be made either by refusing to 
hear the case or by putting it on the calendar with all the other cases to be 
determined. 

This legal process of jumping from court to court could last at least 2 years 
and ntight last longer. 

If we are to follow the reasoning of the House committee, that would mean 
that the use of the SPA continuing fund to carry out the contract obligations 
between SPA and the farmer-owned rural electric cooperatives would be delayed 
as long as the matter is still in the courts. 

But the big question is, Who gets hurt? The answer is that we farmers who 
want and desperately need power are the ones who are being hurt. The power 
companies are in litigation with the Government. All of them are big enough 
to take care of themselves. The people who are going to suffer are the farmer 
who can’t get all the power he wants when he needs it and the farmer’s wife who 
is heing denied the use of the electrical devices needed in our modern civilization. 

We do not believe that the House committee intended to restrict rural electri- 
fication in six States and we do not believe that the committee realizes that its 
action would hurt the farmer, the farmer's wife, and each member of his family. 

We do believe, however, that the House committee was misled by a power- 
company spokesman as to when the court case might be tried. The evidence 
on this point is on page 1602 of the House hearings. The witness is R. K. 
McPherson, counsel for Empire District Electric Co. In reply to the question, 
Mr. McPherson said, “That is pending in court here in Washington and will 
probably be heard there. The Government's motion to dismiss was overruled 
and it will go to trial in 4 or 5 months. That is a guess, of course.” That was 
said on March 7, 1952. 

On the basis of this guess, the House committee has a hope. So far as the 
power companies are concerned, their purpose would be served if the case were 
not heard for 4 or 5 years instead of 4 or 5 months. 


98400—52—-—_87 
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Now let's look at the damages we may expect to suffer. If we are to assuine 
that the future Congresses will accept the precedent set by the House committer 
and defer the continuing fund as long as the lawsuit exists, then we face absolute 
chaos in our operations. 

The chaos would envelop (1) our generation and transmission systems, (2) 
the distribution cooperatives which are the component parts of the generation 
and transmission systems, and (3) the farmers who own the rural-electric s\s 
tems which serve them. 

Turning first to the generation and transmission systems, you must appreciate 
that these are highly complex and technical enterprises where all developments 
are scheduled in advance. We cannot operate an unplanned business, We 
need to coordinate our purchases of materials; our scheduled dates of con 
struction; our scheduled dates of getting plants and lines into operation. The 
whole process is predicated on the fact that certain things will happen at certain 
times. In an atmosphere of uncertainty, sound planning becomes impossible 
A series of delays has a chain reaction which must eventually culminate in 4 
breakdown of administrative planning and control. 

An example of how soon delay can result in confusion is indicated by the 
present status of our construction. Instead of needing money for our contract 
on January 1, 1953, it now looks as though SPA is going to need money by May 
15, 1952. EF fty-five miles of 154 kilovolt transmission line from Bull Shoals Dam 
to Mansfield is completed and ready for SPA to operate and maintain on a rental 
basis as contracted. If SPA lacks funds, how can we guess when the lines will 
start transmitting power? 

The Western Electric Cooperative of Oklahoma will have its first 15,000 kilo 
volt-amperes steam unit in operation by December this year, and will have 300 
miles of 69 kilovolts transmission line, and its second 15,000 kilovolt-amperes 
steam unit in by January 1. 

Some other units are also scheduled for completion. These inelyde: 75 miles 
of 154 kilovolts line from Mansfield to Maries, Mo. will be completed June 15 
this year; 54 miles of 154 kilovolts from Maries to plant site by September 1; 
250 miles of 69 kilovolts line now under construction by Sho-Me Power Corp. 
of Missouri will be completed by August 1, 1952, and Central Electric Cocperative 
of Missouri, 15,000 kilovolt-amperes steam plant is scheduled to be placed in oper- 
ation on November 1, 1952. What plans shall we make to put these units into 
operation, if they cannot be tied in with our contract plan? 

This is but a single area where chaos is about to be let loose. There are many 
others. 

If the delay is to be projected into the future, look at what it will do to our 
costs. At a conservative estimate it will cost us $1,725,000 a year more for power 
even if we make the most favorable alternative arrangement possible as a sub 
stitute for our original plan, which assumed the operation of the continuing 
fund. 

This cost will be paid by the farmer who uses power. 

There are other damages which could be expected to result. We so scheduled 
our progress that by January 1, 1953, our farmer-owned systems will have com 
pleted construction of generating plants and transmission lines which have cost 
over $26 million. 

By the terms of our contract with SPA, the tranmission lines which we are 
building are to be rented to SPA on completion. This means that SPA wil! 
operate and maintain them. What are we to do if SPA has no funds to e¢arry 
out its contracts? 

If these lines are to stand in all types of weather without carrying the elec 
tricity they were built to transmit we will be put to unexpected e pense to 
maintain them. We will find it necessary to hire large crews of trained men 
to hold damage to a minimum. It would not be easy to hire men for an indeii- 
nite period since we would have no way of knowing when SPA might assume 
its rental contract. The farmers would pay this extra expense out of their 
power bills during the time the lines stood idle. 

And if the transmission lines are just hanging idle decorating the country 
side, what shall we do about energizing our steam generating plants? No inter 
change or integration of power between our systems and SPA can be effected 
unless SPA has the money to carry out its agreements. 

We leave to you the probable reaction of farm people at seeing modern gen 
erating plants stand idle at a time when farmers need more power to produce 
and process food and fiber. The terrific economic wastefulness of such a situa 
tion is obvious. 
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The full economic benefits of this plan to the whole area have been made 
abundantly clear from the first day of contract negotiation. They are de- 
pendent on the integration of the output of our steam plants with the hydro- 
electric power marketed by SPA. 

If we cannot interchange our steam power with SPA in return for the low- 
cost hydro, the heart has been cut right out of the contract we signed with the 
United States Government. 

The second place where damage will result if our contract agreement is 
yoided is among the distribution cooperatives who bring the power directly to 
the farmer. If our power cost goes up by nearly $2 million a year that cost 
must be absorbed by the distribution cooperatives and passed on to the farmers. 
How will they be able to prepare their farmer members for a possible increase 
in rates after years of telling the farmers that they may expect the benefits of 
low-cost power because of the contract with the Government? 

On the basis of anticipating low-cost power, these distribution cooperatives 
have obligated themselves for hundreds of thousands of dollars in loan funds for 
the purpose of redesigning their systems to carry the additional load to be ex- 
pected if farmers are able to get low-cost power. The anticipated new demand 
for power on the farm is not likely to develop if rates are higher than expected. 

Can we expect the distribution cooperatives to make intelligent plans in the 
midst of chaos? Many of them are in a position where they must notify their 
present power supplier as to when or whether they will renew their existing 
contracts. How are they to make an informed decision in the light of the exist- 
ing confusion and uncertainty ? 

But the blow falls hardest on the third group to be considered, the farmer. He 
will have to pay the additional cost out of his pocket at the rate of about $2 million 
a year. The whole pattern of his life on the farm will be affected. 

Electricity is the farmer’s substitute for back labor and hired labor. It is 
getting difficult to find hired men these days and the time and effort wasted by 
back labor restricts the farmer's capacity to produce. The area affected is one 
which contributes much to the national food basket. 

Electricity on the farm is the counterpart of mechanization. You have to use 
electricity to get the full benefits out of mechanization. And before you can make 
electricity an integral part of the farm-production line you must be able to 
purchase power at economical rates. The more the power costs the more it adds 
to the farmer’s cost of producing food and fiber. 

Without electricity the farmer cannot enlarge his dairy herd because only the 
electric milking machine and new type refrigeration system makes it possible 
for him to meet the requirements for grade A milk. 

If the farmers of the area are not to get the low-cost electricity which they 
understood they would get as a result of their contract with their Government, 
they will have to go over their entire plan of farming to see what changes will 
be necessary. They may defer the purchase of the labor-saving devices which 
add so much to farm production, especially in these defense emergency times. 

And the farmer's wife is up against the same problem, Will she buy that 
new electric range which adus so much to her cooking speed and efficiency or will 
she still have to lug wood for the old-fashioned cook stove? Can she afford the 
electric water system which permits her to turn a tap and get water like city 
folks or will she continue to have to use the hand pump and lift dozens of heavy 
buckets of water each day? 

The decisions made by the Congress so far as this power problem is concerned 
go right into the daily lives and homes of the farmer. And your decisions affect 
not only the farmer who has electricity but the farmer who is not yet being 
served. In our area, there are still tens of thousands of farmers who want and 
need electricity. Contrary to what the power company spokesmen have told you, 
the job of rural electrification is still not complete. 

For the most part the unserved farms are located in the thin areas which are 
difficult to reach. The existence of a low-cost supply of wholesale power means 
a great deal in reaching the farms which are still in the dark. We do our best 
to conform to the area coverage principle. The Congress has always endorsed 
this idea of reaching all in the area who want and need service. Area coverage 
is one of the major policies of the Rural Electrification Administration and we 
are doing our best to carry out this policy. 

In other words, the action proposed by the House committee gives the power 
companies substantially everything they seek in their lawsuit. And it leaves us 
with no protection against the damages for which the power companies did not 
post bond. 
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The extent to which the House committee was given inaccurate information 
about this whole matter is indicated by some of the statements contained in the 
report concerning our contract arrangements with SPA. 

For example, the committee report says in part, “the generating and transmis- 
sion facilities (are) to be rented in total to the Southwestern Power Admin- 
istration.” 

They are speaking of our farmer-owned facilities. The statement is not correct, 
We are not renting our generating facilities to SPA. We are selling the outnut 
of our steam plants to SPA and in retufn we are buying CPA hydropower. We 
will buy more hydropower from SPA than that agency will buy steam power 
from us. When we sell wheat grown on our farm, we are not selling the title 
to the farm with the wheat. It is the same with the output of our generating 
plants. 

Power company inspired confusion also exists in the section of the House 
report dealing with the rental of transmission lines. The report says the rental 
is, “for the purpose of serving its (SPA’s) customers.” 

If this is interpreted to mean customers other than our farmer-owned rural 
electric systems, in other words, the other preferred customers which SPA is 
entitled to serve, then the statement is not correct. Our contract specifies in no 
uncertain terms that in renting the transmission lines, SPA must reserve trans- 
mission-line capacity for the total co-op load which we are buying and that for 
the future additional transmission-line capacity will be supplied to meet our 
growing needs, 

You get a good contract when both sides stand to benefit, We figure that the 
power integration with SPA will mean $2 million savings.a year in our co-op 
power bill. SPA, meaning the Government, benefits because our steam power will 
tirm up SPA’s hydropower, permitting the Government to get a better wholesale 
rate for its product. 

The details of our contracts with SPA are well known to the Congress. The 
contracts are nothing new. They were examined minutely by committees of both 
Houses. They are in the records of your hearings. They are common-sense 
business contracts and not something whimsical dreamed up by the “department 
of dirty tricks.” 

Now let us return to the continuing fund itself. What is it and where does 
the money come from? The Congress defined the continuing fund in the act of 
Octcber 12, 1949. The pertinent language reads as follows: “* * * to cover 
all costs in connection with the purchase of electric power and energy and rentals 
for the use of facilities for the transmission and distribution of electric power 
and energy to public bodies, cooperatives, and privately owned companies.” 

The act authorizing the Southwestern Power Administration to operate a 
continuing fund was amended August 31, 1951, to say further, “that expendi- 
tures from this fund to cover such costs in connection with the purchase 
of electric power and energy and rentals for the use of facilities are to be made 
only in such amounts as may be approved annually in appropriation acts.” 

The Congress has twice spelled out in plain language the uses to which the 
continuing fund may be put and the Congress decides how much money out of 
it shall be used each vear. 

The continuing fund adds not one dollar to the Federal budget. It simply 
authorizes the Southwestern Power Administration to retain this amount from 
revenues from the sale of power. The continuing fund was set up from SPA 
power revenues in the first instance. 

Unless the Congress authorizes SPA to use a certain amount of dollars from 
the continuing fund each year for the purposes described in the act of October 
12, 1949, it is not possible for SPA to carry out the terms of the contract we 
signed with the Government of the United States as represented by SPA. 

Our plan for the integration of the output, of our steam plants with the hydro 
power marketed by SPA is nothing new. Integration of power produced from 
two different sources is a standard practice of utility companies everywhere 
there is an equivalent situation. Is it not curious that the profit power com- 
panies seek to deny the farmer-owned rural systems the privilege of exercising 
the same good business practice they themselves enjoy ? 

It will be noticed in the House report that authorization is given for continuing 
fund expenditures for two Oklahoma profit power conrpanies that now have power 
interchange agreements with SPA. As a matter of fact, right now 9 of the 10 
profit power companies which have filed suit against the Government are in the 
process of negotiating power interchange and power integration contracts with 
the Southwestern Power Administration. 
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This is a mighty queer fish the profit power companies have invented. Ac- 
cording to their views, the fish smells only on one side. If the nonprofit farmer- 
owned private enterprises make a power-integration contract with the Govern- 
ment, they should be blocked in the court and in Congress. But if the Power 
Trust group makes a power-integration contract with the Government, then the 
deal should have the blessing of all. 

It is now time to examine the motives of the profit power companies in starting 
their suit. These motives pose a question and here it is: 

Is this suit filed by the privileged monopolies solely a pressure attempt to 
gain complete control of all the low-cost hydroelectric power marketed by SPA? 

Their actions indicate that this is the real motive. For example, one Power 
Trust spokesman to appear before the House committee was Mr. Frank Wilkes, 
president of Southwestern Gas & Electric Co. Mr. Wilkes represented the Mis- 
souri Utilities Co. 

Here is an interesting sidelight on Mr. Wilkes. Appearing before this very 
committee in 1948, Mr. Wilkes said, quote: “The Texas Power & Light Co. 
contract (with SPA) is one which is impossible for the companies to accept. 
Personally, I would feel that I was almost criminally to blame should I make 
such a contract with the Southwestern Power Administration for the South- 
western Gas & Electric Co.” 

It will be recalled that the Texas contract was the first made with a profit 
power company by SPA. 

By 1950, Mr. Wilkes had no objection to convicting himself of being a self- 
described criminal because his company began negotiating a power-integration 
contract with SPA. 

In 1951 Mr. Wilkes said to the House committee, quote ‘““The SPA-Texas Power 
& Light type of contract is a valuable contribution to Government-business co- 
operation. * * * 

On the 7th of March of this year, Mr. Wilkes was before the House committee 
again and this is what he said, quote: “At that last appearance, I gave my full 
approval to the principle embraced in the Oklahoma contract; and since that 
time I have negotiated a contract for my company with Mr. Wright of SPA, 
which covers the Narrows Dam project at Murfreesboro, Ark. By the terms 
of this agreement, my company purchases the entire output of the project with 
the right to schedule the power and energy there produced. In return, the 
Government receives $207,000 a year, coupled with the right to repurchase from 
us at the dam site 5,000 kilowatts of power and accompanying energy to serve 
any customer which the Government may select, at any place where the cus- 
tomer may be located. Additionally, my company is obligated to serve REA 
cooperatives at any place on its system up to 5,000 kilowatts of power and 
accompanying energy. For this service to the Government customer, we are 
allowed a credit in power purchased from the Government of 60 cents per kilo- 
watt per month and 4 mills per kilowatt-hour. We receive 1 mill per kilowatt- 
hour for all service furnished to REA cooperatives throughout our system up 
to 12,000,000 kilowatt-hours. The maximum right of the Government to repur- 
chase power, however, is limited to 5,000 kilowatts whether at the dam site or 
by the service of REA cooperatives.” 

Now here we have Mr. Wilkes saying two very interesting things. First, he 
has no hesitation in making a contract with SPA, for power purchased by 
SPA acting for the Government. Apparently the continuing fund is a good 
thing so long as Mr. Wilkes or another profit power company benefits. How- 
ever, the ability of Mr. Wilkes to make the same fish have two different smells 
is amazing. This is what he said about the same continuing fund later in his 
testimony on March 7: “We want to urge upon this committee that in this 
year’s appropriation the iniquitous situation which has arisen by reason of the 
continuing fund created in 1949 to the Department of the Interior, be stricken 
out and that in its place be set up a flat sum as the emergency fund to take 
care of actual emergencies and provide for continuity of service without the 
right to use any part of it for the purchase of steam power which is certainly 
hot contemplated in section 5 of the Flood Control Act.” 

It appears that what Mr. Wilkes and his allies want is for the Congress to 
set up the continuing fund or its equivalent so that all of its benefits go to 
the profit power companies alone. This would bring to a halt SPA’s efforts to 
serve rural electric cooperatives and other preference customers with low-cost 
power. It would mean that SPA would have to sell power to the power trust 
group only at whatever rates they were willing to pay. 
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The second important thing which Mr. Wilkes says in his testimony is that he 
understands and approves of the principle of power integration. His com 
pany sells Government-produced power back to the Government and his com 
pany will provide blocks of power to Government customers including REA- 
financed cooperatives anywhere in the system area of the Southwestern Gas & 
Electric Co. 

This is the same Mr. Wilkes who says the Government has no right to pur 
chase steam power. What power is Mr. Wilkes going to use to serve the Goy 
ernment customers? Is he trying to tell the public that he will move the out 
put of hydro at the Narrows Dam to any Government customer anywhere in his 
system area? No; he knows better than to say that. What he is going to do 
is place a block of his own steam-generated power at the disposal of the Gov 
ernment customer. That in sum and substance is the principle of the integra- 
tion of steam-generated and hydro-generated power. And Mr. Wilkes points out 
that his company gets paid a service fee, just the same as if it actually and 
physically transmitted the hydro power from the dam to the Government's 
customer. 

The integration of low-cost hydro power with the continuous capacity of 
steam-generating plants is all that we of the farmer-owned rural electric co- 
operatives are trying to achieve. If it is good business, legal, business, and 
sound business for Southwestern Gas & Electric and all the other profit power 
companies in the area, then it is just as good business, legal business, and sound 
business for our farmer-owned private enterprises which serve our farmer 
members on a cost-of-service basis. 

We are getting more than a little bit fed up with utility companies who talk 
out of both sides of their face, who smear us farmers as Socialists, and who 
have the gall to come before Congress and say that they are actually here to 
protect us against a Communist-inspired plot to take over the entire utility 
industry. 

And when they imply that some smart aleck is pulling the wool over our 
eyes, they are implying that we are just a bunch of dumb farmers lacking the 
competence and the patriotism to protect the best interests of our farmer 
neighbors. " 

For 17 years we have been the objects of an unparalleled campaign of smear 
and villification on the part of certain power companies, They come before 
this committee each year to attack us. When we want protection, we know by 
this time that we are not going to get it from the power companies. The only 
kind of protection they have to offer is the kind Stalin gave Poland. 

These are plain words but we are plain people from the country, and these 
words have too long needed saying. 

We feel that we are justified in our indignation and actuated to speak with 
heat because of the Power Trust’s unrelenting campaign to spread confusion. 

We know that you whom we elected to represent us do your best to act sincerely 
in the interests of all the people. In those instances where there are many 
diverse factors involved and a great deal of technical information to be assimi- 
lated, we know that you sometimes are put to great effort to establish the facts. 

That is the reason why we are here today. We want to give you the facts 
as we see them so that you will have the opportunity to balance the evidence 
and arrive at informed conclusions. We regret that the Power Trust had mud- 
died the waters and made your task more difficult. 

To the best of our ability we have tried to proceed in order by making such 
contracts and arrangements. according to the way the Congress has set them up 
in the laws. 

We are to build generating plants and transmission systems for serving rural 
people because the Congress passed the Rural Electrification Act of 1986, We 
borrow money from REA on the terms you have specified. 

We propose to integrate our farmer-owned generating output with the South- 
western Power Administration’s hydro because the Flood Control Act of 1944 
makes the Interior Department the marketing agent for power produced at dams 
constructed by the Corps of Engineers. And the Corps of Engineers constructs 
only such dams as are authorized by the Congress. 

Under section 5 of the Flood Control Act of 1944, we as nonprofit rural electric 
cooperatives are given the opportunity along with profit power companies to 
purchase at wholesale the low-cost power produced at the Army-built dams. 

The marketing of low-cost hydropower in our area is handled by the South- 
western Power Administration set up to carry out the Flood Control Act passed 
by Congress in 1944. 
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The SPA continuing fund which gives life to the contracts between SPA and 
the farmer-owned rural electric cooperatives was authorized by the Congress in 
the act of October 12, 1949, and restated in the amendment of August 31, 1951. 

We have borrowed money from the Government and made contracts with the 
Government because we have faith in the laws you have passed. 

Now comes the Power Trust and files a suit which says in effect that you of 
the Congress did not know what you were doing when you passed the various 
acts cited. 

tecause of the inconclusive and probably long-drawn-out nature of the litiga- 
tion on this point, we feel that you are justified in the restoration of the full 
nmount of the SPA continuing fund. 

To do so will give assurances (1) that low-cost Government-produced and 
Government-marketed power of the Southwest will not become a Power Trust 
monopoly by default; (2) that the farmer-owned generating and transmission 
enterprises of the area may make plans and continue construction without the 
threat of years of delay; and (3) that the Government honors the contracts it 
makes with the people. 


RURAL ELECTRIC PROGRAM 


Mr. Porr. You know us folks in Oklahoma are plain people and 
we don’t talk much, just like in Texas. 

My name is Doyle Pope. I am a farmer. I have resided on the 
same farm for 30 years southeast of Norman, Okla. 

I am a member of the Oklahoma Electric Cooperative. I have 
served on the board of that and as director. At the present time I 
am president of the Oklahoma State-wide Electric Cooperative. I 
am here representing approximately 114,000 farmers. We serve these 
various co-ops in Oklahoma. 

I would like to say I am not on a salary; I am here on my own 
time. My tractor is idle. I hope to be on it tomorrow plowing corn. 

I will make my statement very brief, Mr. Chairman. 

In our own rural electric system that we have, we organized it be- 
cause the Congress passed the legislation making it possible for us 
to attain this loan capital from the Rural Electrification Administra- 
tion. 

We serve only the needs of the members and are, therefore, not in 
competition with any other supplier. But we are seriously concerned 
with the demands which our members have created for power. Elec- 
tricity, as you know, is now a necessity in the operation of our farm 
program. 

Senator Haypen. Do you know one farmer in Oklahoma that has 
had electricity on his farm that ever gave it up? 

Mr. Pore. Mr. Chairman, I do not. And I say that they are con- 
tinually adding to their electrical appliances as the months and the 
years go by. 

Senator Haypen. That has been my experience, that nobody who 
once gets it ever quits it. He will do without something else, but not 
electricity. 


GENERATION AND TRANSMISSION FACILITIES 


Mr. Porr. You also are aware that we are conducting generation 
and transmission facilities for a group of member cooperatives in 
Oklahoma, and distribution cooperatives in other States of the South- 
west are doing likewise. That is all as a part of a carefully worked 
out program to insure to farmers the power they need, when they need 
it, and at a reasonable rate. 
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My complete testimony, which I have submitted to the committee, 
sets out this program in detail; our interest in coming up here to 
discuss it with you gentleman. 

I might add that I don’t know of any other country or any other 
form of government where a plain farmer like I am could come 
here before an honorable committee like this and present my view, 
from my people back home. 

You will note from my written testimony the part which the SPA 
continuing fund plays in our covenant with the REA and SPA 

I can sum it up by saying to you that the best and most conserv vative 
figure I can obtain shows that the denial of the continuing fund to 
SPA will cost the farmers in this Southwest area, the SP A area, a 
minimum of $1,725,000 per year in increased power cost. I do not 
need to tell you that the farmers of this area must dig down into their 
own pockets and pay this. 

Gentlemen, our farmers have borrowed from the REA in good 
faith. We made contracts in good faith with SPA. Both of these 
covenants are in a great measure dependent on SPA being able to 
fulfill its obligation to us through the use of this continuing fund 
which is before you for consideration. 

We are not trying to hurt these people who are opposing us on this 
continuing fund; we will not hurt them. In fact, we are putting them 
in business. We are only asking that we be allowed a share of the 
benefits of this hydroelectric power to save some money that we may 
spend elsewhere for necessary farming operations. 

As you know, farming costs are very high, and it is important to us. 

It is my understanding that the Federal Flood Control Act reserves 
to usa right for a share of the hydroelectric power. 

We will appreciate your understanding of our problem and ap- 
proval of the fund which is being discussed here today, Mr. Chair- 
man. 

I thank you. 

Senator Haypen. Thank vou for your statement, sir. 

Mr. Evans. 


STATEMENT OF LLOYD EVANS, PRESIDENT, INDIAN ELECTRIC C0- 
OPERATIVE, INC., AND TRUSTEE, KAMO ELECTRIC COOPERATIVE, 
INC., FAIRFAX, OKLA. 


SUPPORT OF SPA CONTINUING FUND 


Mr. Evans. Mr. Chairman, you have been very patient and sym- 
pathetic and I will try to get through with this just as soon as I can, 
and I will appreciate your ‘indulgence. 

My name is Lloyd Evans. I am a resident of Fairfax, Okla. I 
have been a member of the board of trustees of KAMO for 8 years, 
representing the Indian Electric Cooperative, of Cleveland, Okla., 
where I have served on the board of trustees for 9 years. 

I am vice president of Oklahoma Statewide Electric Cooperative. 

I make this explanation not in a boastful way at all, but in a very 
humble way, to prove to you my interest in this program of REA. 

If I appear a little bit nervous here to start out with, it is because I 
am not used to such high-level work as I am in here. 
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Senator Haypen. You do not have to be afraid of me. 

Mr. Evans. I just want to offer this explanation. I have on the 
best suit I have and I have combed my hair and even put on a tie 
today, and my shoes are a little bit tight. 

[ just wear these shoes on Sunday. Back home I would be in my 
shirtsleeves with dirt on my hands and maybe in my old work suit. T 
am going to try to get out of here tonight and be back at work in 
the morning. 

Perhaps I should explain the composition of KAMO, first. We 
have been referred to as a supercooperative. KAMO is a coopera- 
tive of cooperatives. It is composed of seven cooperatives in Okla- 
homa, eight in Missouri, three in Arkansas, and three in Kansas. It 
is a Very compact area in the States. 

It was the original intention when KAMO was organized back in 
1940 and 1945 to serve more efficiently. 

I have been keeping up with this program all that time, although I 
have bene on the KAMO board only the last 3 years as president of 
my home electric cooperative. I have attended the meetings and kept 
up with it. 

Asa resident of a farming and ranching area, it has been my pleasure 
through these years to help bring the ‘benefits of electric ‘ity to the 

many ‘farm and ranch homes of our area through the medium of the 
rural electric cooperatives, a great benefit and a great service that 
otherwise they never would have had if it were not for the REA, 

Likewise, I have watched with pleasure the growth and progress of 
KAMO electric cooperative in the objective of bringing a sufficient, 
unrestricted power supply at a low rate to its member cooperatives. 

KAMO is now under construction in the States of Missouri and 
Oklahoma. In Missouri we have contracts with SPA to buy power as 
soon as our lines are ready in order to serve eight distribution coopera- 
tives in southwest Missouri. 

We have contracts with GRDA in northeastern Oklahoma to furnish 
power to the cooperatives there as soon as our lines are available. 

KAMO is now serving two cooperatives in Missouri and five cooper- 
atives in Oklahoma, all or part of their power at the present time. We 
have to proceed in good faith under the contracts executed about 2 
years ago. 


COOPERATIVES” CONSTRUCTION PROGRAM 


On the strength of these contracts, we have obligated ourselves for 
an indebtedness to the Federal Government through the Rural Elec- 
trification Administration for the building of the KAMO lines of over 
$10 million. This money is to be repaid from the use of these lines, 
electricity being tr: ansported over them so that the distribution coop- 
eratives can have an adequate source of low-cost power. 

We are now in the middle of our construction program with several 
million dollars spent and more obligated for deliveries of our trans- 
formers and other equipment in the future. 

Mr. Chairman, I want to impress upon you that this problem of 
this appropriation is that acute. It is going to hit us and set us back 
on our haunches if we do not have the SPA appropriations so they 

can fulfill their contracts with us, since we have gone into this proposi- 
tion as far as we have. 
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About 1 year ago, this matter was ably presented to the United States 
Senate subcommittee on the floor. The Senate and the House of Re) 
resentatives had presented to them the contracts involved herein ani! 
all of the workings and ramifications thereof. 

The appropriation was made and the contracts were given legislatiy @ 
sanction thereby. After that battle, we then assumed that C ongre: 
would want us to go ahead with our program of carrying out these 
contracts. We have done so. That was lust year. 


LAWSUIT ON POWER CONTRACTS 


The lawsuit filed by the 10 utility companies in the Federal cour 
in Washington here, bears the date of October 3, 1950. 

This point has been touched on before, but I think it needs emphasis. 

This lawsuit lay almost dormant for over a year, and the power 
company plaintiffs never did much in the case until a few months ago, 
when this appropriation was before the House. Congress, this honor 
able committee, and the committee of the House, w hen this whole mat 
ter was reviewed in the summer of 1951, knew of this lawsuit having 
been filed. All of this argument was gone over in this same appro 
priation last year. 

We farmers feel that we should not be forced to come back up here 
to Washington every year and leave our work and homes and families 
to fight out this particular question. We feel that we were acquitted 
last year of this crime that was charged against us, and a man that is 
acquitted in court once does not have - to come back and answer to that 
judge every year; does he? 


AMOUNT REQUESTED 


If our proposition is all right, why can’t we go ahead with it? This 
$1,191,000 that we are requesting to put in this SPA appropriation is 
a mere drop in the bucket if you put it up beside some other appropria 
tions that are asked for in Congress. 

I read just last week of a request of $36 million by the Department 
of Defense to reactivate four or five little airfields in a certain State. 
That is $36 million. That is a big pork barrel. It will go out in a few 
of those communities. 

What is our appropriation of $1,194,000 compared to that? Which 
is to be paid back? 

Other witnesses will tell you it will be paid back twofold to fivefold, 
and you put out $36 million for airfields, with no return whatever on 
them. 

That is not meant in the way of criticism at all, but it is a compari 
son as to the insignificant amount of $1,194,000 we are asking for to 
keep our program going that we have been building up for 10, 12, 01 
15 years, as ¢ ompared to other things that money goes for. 

And you are going to get the return of this $1, 194,000, You are not 
just putting it out there on some airstrips and fences and barracks 
that will rot away and be useless in a few years after this defense pro 

gram is over. 

We are building a program that started 15 years ago, and we have to 
go forward with ‘it, and that $1,194,000 is peanuts compared to what 
goes into other things where there is not even an attempt to return 
money on it. 
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These are good business transactions for both parties ¢ concerned, 
KAMO has a very similar arrangement with the Grand River Dam 
Authority in Oklahoma, as is now “under discussion in the SPA appro- 
priation matter. 

The lack of an appropriation at this time has the effect of prejudg- 
ing the whole matter in reference to the lawsuit. The SPA-coopera- 
tive contracts are all dependent upon congressional appropriations. 
If this is denied now, the contracts fall and the lawsuit in effect is won 
by the power comp: mies by default. 


FINAL DECISION ON POWER CASE INDEFINITE 


If appropriation by Congress awaits the outcome and final deci- 
sion of the courts, that will be several years. The case has now been 
pending 18 months and has not even yet gone so far as a pretrial con- 
ference in the trial court, much less the appeals to the higher Federal 
courts that will consume several years. 

We folks in the Southwest think that if someone files a lawsuit 
and lets it languish in court, that it is an admission of weakness. 
After 18 months, the power companies still have not brought their 
case to trial, and this should be taken into consideration “by your 
committee. If they believe so strongly in their case, then it should 
have been tried long before now. 

I wish to point out that failure of this appropriation will cause 
financial loss of a large sum of money, incapable of being estimated 
at this time, to the rural people; that Congress approved ‘this matter 
last year, and we have gone forward depending upon the express 
legislative authorizations heretofore given by this Congress, and that 
these obligations represented by these contracts have been entered 
into in a businesslike manner, and have proved and will prove to be 
a business transaction for both parties involved; that if these con- 
tracts are declared illegal by the court, certainly no Government offli- 
cial is going to spend one penny under their terms, but some group 
merely “filing a lawsuit which has no apparent merit because of the 
long delay i in doing anything in the case should not influence Congress 
to put the injunction sought ‘therein in force and effect without a trial. 

Certainly we are entitled to this appropriation and to go ahead with 
our plans for the serving of the ceded people of our country 
so as to produce the food and fiber nec essary for our economy. 

The alternative will be disastrous to us if the continuing fund 
appropriation is not made. 

I wish to take exception, or maybe agree with one statement made 
before this honorable committee this morning by our power utility 
friend. He says this power-plant plan—and I suppose he means 
the transmission plans of KAMO, too—is a fantastic thing. 

I want to go a little further than that. I want to say it is mag- 
nificent, stupendous, and collossal. But here it is a success; it is 
proving successful. 

We could add a lot of other adjectives to that, to which no one could 
take exception. 

You can say anything that you want to about something as long 
as it is a success. It is going to keep on growing. We don’t care 
what they say about it. 
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The atomic bomb is a fantastic thing. Look how many billions of 
dollars have been put into it. But the whole world is afraid of it, 
It is effective. That is what our power plants and transmissions 
systems are . 

One of those atomic bombs costs more than the million dollars we 
are asking for in this appropriation. There are a lot of other things 
that are fantastic. You can take Benjamin Franklin; he was going 
to reach up and take electricity out of the air. I will leave it to you 
whether he did it or not. 

There are mechanical things, like flying. Lindbergh flew across the 
Atlantic nonstop, to Paris. And we have radio and television. They 
are all fantastic things. 

Let them call our plan fantastic. As long as it is a success, what 
do we care? 


INTEGRITY OF COOPERATIVES ON POWER PROGRAM 


Another statement they made this morning is that it seemed to me 
like they were attacking the feasibility of our projects and also casting 
a little reflection on the integrity of the best engineers and the best 
minds of our top-level Government departments. I will say that all 
our plans have been okayed by these top Government level experts 
and engineers, and if they are not good, who is going to be the judge 
as long as we go ahead with them “and they prove successful ? 

In another statement they propose to serve all the cooperatives in 
this area that KAMO proposes to serve. But we question that kind 
of service. 

As has been pointed out on the map about their inadequately small 
lines, a lot of that is a promise and we cannot go too much on promises. 
They say sometimes they don’t have money to finance those things. 

It might be remembered that back in the history of KAMO they 
were putting such pressure on us. By that I mean our public-utility 
friends. We were stopped by World War IT slowing up our materi: al 
supplies; in fact, putting a stop order on them. They kept feeling 
around wanting to know whether or not maybe they could buy us out. 
We told them what we had in it. 

We did not make them an offer to sell. We told them what we had 
in it and that we might consider a proposition. They did not come 
through with any kind of deal or motion that they would like to 
buy us out at that time. 

After we asked about that, one man afterward said, “Well, we just 
didn’t have that much money.” 

Well, I wonder how much money they have now to go ahead with all 
these promises they are making. They are talking about the if’s and 
and’s of the future. 

Our problem is the present. Our previous witnesses and others to 
follow will treat this in more detail. 

Mr. Chairman and gentlemen, before I close here I would like to 
bring greetings to you from our president of KAMO, Uncle John 
Hobbs, of Rudy, Ark. I think you know him, Mr. Chairman. 

Senator Haypen. I do. 

Mr. Evans. Most of you are familiar with his venerable presence 
and know the facts of his life. He has spent 60 years down in those 
Arkansas hills. He was 85 years old at January. He has made trips 
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to Washington that have utterly worn him out, in his love for this 
project. 

This RE A business is a religion to him. If we could get some of that 
religion into some of our enemies, they might quit their jobs and come 
over to us. 

You be in it 8 or 10 years or 12 or 15 like Uncle John Hobbs has, 
and you will see it is more than dollars and cents; it is a service to 
the people that you live with, it is the little people back on the forks 
of the creek. 'T hey are one- gallus farmers and chicken raisers and one- 
mule farmers, and maybe now one-tractor farmers. 

But it is the common people. 

KAMO represents 21 electric cooperatives. It is composed of 21 
electric cooperatives, with over 100,000 common people. 

They are the ones that Uncle John always refers to. He says we 
have faith in our Government, that the common people have faith in 
our Government, and that we expect the Government to have faith in 
us, to go ahead with the project we have been undertaking and have 
been building through these last 15 years. 

We love the American way of life and it has been a pleasure to me 
to be in these activities of REA and try to foster this American way of 
life; bring a little pleasure and a little advantage that electricity has 
brought to the rural people of America. There never was anything 
else in the world that has ever benefited more the American farmer 
than the REA. 

We hope that you will help us to continue by granting and restoring 
this appropriation for the SPA, the continuing fund, which has been 
discussed here today. 

Thank you. 

Senator Haypen. Let me see if I get your argument, The Govern- 
ment has money that it put in last year and the year before in this 
KAMO development. You claim it should put in some more regard- 
less of what the outcome of the lawsuit is, that it would be in the same 
status as the money we already have in it; is that right ? 

Mr. Evans. We are not asking the Government to put any more 
money into KAMO. 

Senator Haypen. I understand. It is in cooperation with KAMO 
that the Government has made these moneys available in the past, to 
help out. 

Now, whatever we have tied up in that, if we put any more in, it 
is in the same status; is that your idea? 

Mr. Evans. You have to put some more in it to make whatever you 
already have in there worth what it is. 

Senator Haypen. That is what I am driving at. That is the sun 
and substance of your answer 

Mr. Evans. This is a live proposition ; it is not just today, but it is 
building all the time through the future. 

Senator Haypen. Thank you. 

Mr. Evans. Thank you, sir. 

Senator Haypen. Mr. Osborne. 
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STATEMENT OF ELMO OSBORNE, MANAGER, TEXAS POWER 
RESERVE ELECTRIC COOPERATIVE, AUSTIN, TEX. 


RESTORATION OF SPA CONTINUING FUND 


Mr. Ossorne. Mr. Chairman, my statement is very brief. 

My name is Elmo Osborne. I am general manager of the Texas 
Power Reserve Electric Cooperative, which is the State-wide associa- 
tion of the 77 rural electric cooperatives in Texas. 

I am here representing these cooperatives and their 280,000 mem 
bers in support of the full continuing fund requested in the budget 
for the Southwestern Power Administration. 

Even though this fund will not directly affect our State, we are most 
vitally interested in it because of the fact that we have been a part 
of the group in the Southwest which has more or less pioneered a new 
kind of power development through integration and interchange of 
power between Government systems, our cooperative generation and 
transmission systems and the power company systems. 


OPERATION OF CONTRACTS 


The Texas contract was the first contract of this kind negotiated 
between the Government and the power companies. We believe a 
contract of this type complies with the will of Congress as expressed 
by the Flood Control Act of 1944. 

Now, however, while encouraging this type of contract, the House 
of Representatives has not seen fit to appropriate the money to make 
these contracts operative. To leave this appropriation at the House 


figure would result in hardship and discrimination and increased costs 
to the generation and transmission cooperatives and their farmer 
members. 

We have and do support power contracts which will be mutually 
beneficial to the Government, the power companies, and ourselves. 

The contracts currently being negotiated by the Department of the 
Interior, SPA, and 12 power companies in the Southwest are needed 
by the cooperatives and municipalities in our area, 

We hope that a contract can be speedily executed by the Department 
of the Interior and the 12 power companies. But we also feel that 
what is fair for one is fair for all, and that the money should be made 
available to implement the contracts between the Government and the 
cooperatives, as well as between the Government and the power 
companies. 

Senator Haypen. The Texas contract was the first break in the 
impasse that we had here, was it not? 

Mr. Osporne. Yes, sir. 

Senator Haynen. And it at least seta pattern. It has been modified 
somewhat by the Oklahoma contract and modified somewhat by the 
development company contract, but the pattern was originally with 
you people. 

Mr. Osporne. I believe that is correct. 

We are very sincerely concerned about the supply of power, and 
we think that all of us together, the generation and transmission 
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cooperatives and power companies and the Government hydroelectric 
projects, are going to be very hard put to supply the power that is 
going to be needed in our area. 

~ Thank you, sir. 

Senator Haypven. Thank you. 

I have the statements of several people who are interested in this 
matter, but who will not appear. I shall insert these statements in 
the record. 

(The statements referred to follow :) 


STATEMENT OF ANSEL I. Moore, SECRETARY, BoArp or DrrectTors, M. & A. Ecsecrric 
Power COOPERATIVE, MANAGER, OZARK BorpeR ELECTRIC COOPERATIVE 


Mr. Chairman and gentlemen of the committee, I am Ansel I. Moore, secretary 
of the board of directors of the M. & A. Electric Power Cooperative and manager 
of the Ozark Border Electric Cooperative in Poplar Bluff, Mo. 

There are nine electric distribution cooperatives that are members of the 
M. & A. Electric Power Cooperative, serving principally in southeast Missouri 
and northeast Arkansas. 

The Southwestern Power Administration has completed construction of their 
154-kilovolt transmission line from Norfork Dam to Essex, Mo., with two sub- 
stations known as Doniphan and Essex substations. The Southwestern Power 
Administration plans to energize their system on approximately May 26, 1952. 
M. & A, Electric Power Cooperative has completed construction of approximately 
140 miles of 69-kilovolt transmission line and nine substations to serve the load 
centers of the Ozark Border Electric Cooperative, Scott-New Madrid-Mississippi 
Electrie Cooperative, Sikeston, Mo., and a portion of the systems of the Black 
River Electric Cooperative, Ironton, Mo. The M. & A. Electric Power Cooperative 
has completed construction of a 10,000-kilowatt generating plant at Poplar Bluff, 
Mo. The M. & A. Electric Power Cooperatvie generating and transmission sys- 
tem has been in operation since July 1951. The M. & A. Electric Power Coopera- 
tive system is integrated with the Southwestern Power Administration’s system. 

The consulting engineers (Stanley Engineering Co. of Muscatine, lowa) for the 
M. & A. Electric Power Cooperative have made preallocation studies for the 
purpose of completing facilities to serve all of the members of M. & A. Electric 
Power Cooperative. Consideration of the purchase of hydro power from the 
Southwestern Power Administration to firm up the capacity of the generating 
plant, in existence, was used as a basis for the engineering studies. Complete 
study reveals that the lowest cost power could not be obtained through a wheeling- 
type contract with the Southwestern Power Administration. 

Therefore, the board of directors of the M. & A. Electric Power Cooperative in 
their regular meeting in February 1952 passed a resolution to negotiate a lease- 
operating type of contract, similar to the Central Missouri Power Cooperative 
contract with the Southwestern Power Administration. This decision on the 
part of the board of directors of the M. & A. Electric Power Cooperative was 
reached as a result of the power cost estimates as revealed in the engineering 
studies by the Stanley Engineering Co., being much higher in wheeling-type 
contracts as compared to the schedule A rate that could be made available to 
the electric distribution cooperatives under the lease-operating agreement with 
the Southwestern Power Administration. 

The power cost advantage is very material and the lifeblood of the electric 
distribution cooperatives whe are members of the M. & A. Electric Power Coop- 
erative, serving the farmers of southeast Missouri and northeast Arkansas, de- 
pends on the availability of electric power at the lowest possible cost which 
can be realized by securing power at schedule A rates through a lease-operating 
contract with Southwestern Power Administration. 

That is why I am submitting this statement to you, which I trust you will give 
favorable consideration to the restoration of the $1,194,000 which was deleted 
by the House, so as to give SPA $1,425,000 required for their operations and carry- 
ing out their contracts and plans to serve the electric cooperatives through the 
lease-operating contracts. 
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STATEMENT OF U. J. GAJAN, MANAGER, SOUTHWEST LOUISIANA ELECTRIC Mr\- 
BERSHIP CoRP., MEMBER OF THE ADVISORY COMMITTEE ON POWER FOR THE 
SOUTHWEST, AND LOUISIANA DIRECTOR ON THE NATIONAL RURAL ELECTRIC (o 
OPERATIVE ASSOCIATION BOARD 


Mr. Chairman and gentlemen of the committee, I am U. J. Gajan, manager 
of the Southwest Electric Membership Corp., a rural electric cooperative serving 
18,500 farm families and other rural establishments in southwest Louisiana. 
I am a member of the Advisory Committee on Power for the Southwest, repre- 
senting Louisiana. I am also representing Louisiana as State director on the 
National Rural Electric Cooperative Association’s board of directors. I ap 
preciate the opportunity of submitting a statement on behalf of the appropria 
tions for the Southwestern Power Administration. 

These appropriations are very important to Louisiana and work hand in hand 
with the recently negotiated contracts between the Southwestern Power ‘dminis 
tration and the 12 commercial power companies of the Southwest. This con- 
tract is now pending in the office of the Interior Department. 

Through this contract, cheap hydroelectric power would be made available 
to the RBA cooperatives and municipalities of Louisiana. However, in order 
that these contracts can function effectively it is necessary that the continuing 
furds in the amount of $1,425 000 be restored by this committee. 

The continuing fund provides funds necessary for the Southwestern Power 
Administration to purchase power from the generating and transmission co- 
operatives. It also provides funds for the rental of electric transmission facili- 
ties. I feel that there is a grave danger of not providing the budget request 
for the Southwestern Power Administration, inasmuch as it will seriously affect 
the operation of the 12 company power contracts. By the same token, the 
budget revuest without the 12 company power contracts would not be as effective 
in providing low cost power to the cooperatives and municipalities in Louisiana. 

On behalf of the 81,000 farm families in Louisiana, served by the coopera- 
tives, and on behalf of the Louisiana Municipal Association, I strongly urge 
that the continuing fund be restored in its entirety, as requested by the budget 
committee. 

I thank you for the opportunity of appearing before you. 


STATEMENT OF Ropert FE. HoLLApAy, JR., MEMBER ADVISORY COMMITTEE ON POWER 
FOR THE SOUTHWEST AND REPRESENTING 13 REA CooPERATIVES SERVING 81,000 
MEMBERS IN LOUISIANA 


Mr, Chairman and gentlemen of the committee, I am Robert E, Holladay, Jr., 
manager of Northeast Louisiana Power Cooperative, Inc., at Winnsboro, La. 

In 1939 we were paying private utilities 1.5 to 1.4 cents for wholesale power in 
Louisiana, and today we are paying aproximately 5.6 mills per kilowatt-hour for 
our wholesale power which we feel is a fairly good rate. This reduction is a 
direct result of numerous negotiations with the privately owned utility companies 
who preferred to give the reduction rather than see us go into generation and 
also to prevent Southwestern Power Administration from building any trans 
mission lines into the State of Louisiana which we were asking for. 

The same private utilities serving us at the 5.6-mill rate are charging munici- 
palities a rate of 1.2 to 1.8 cents per kilowatt-hour for wholesale power which is 
twice as much as the cooperatives are paying. This situation is considered 
discriminatory against the municipals and they are threatening discrimination 
suits to have the rates equalized. If this suit is instigated we fear that our 
rates will be raised a little and probably the municipals will receive a small 
reduction in order to equalize the rates of wholesale power. 

There is a contract now pending in the Interior Denartment between South- 
western Power Administration and 12 private utility companies operating in the 
Southwest area (which will give relief to this situation) if completed and ap 
proved by the Secretary of Interior as this contract will make the Southwestern 
Power Administration schedule rate A available to the municipals now served by 
the private utilities. But the Southwestern Power Administration cannot carry 
out their part of the terms of these contracts unless the continuing fund of SPA 
is increased by $1,194,000 which will give SPA full amount requested by Bureau 
of the Budget. 

We sincerely trust you will give this matter your sincere consideration and 
grant our request to restore the continuing fund for SPA to its original amount. 
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We hope you will also consider the fact that we are helpless to negotiate favorable 
contracts if all of our bargaining power is removed. The cooperatives have no 
funds with which to protect themselves and we have no desire to take one Ccus- 
tomer from the utilities serving us, but we do want to protect our rights and 
interests which we have built on sound democratic business principles. 

I wish to thank this committee for the opportunity to appear before you. 


STATEMENT OF CHARLES W. HOLCOMB IN BEHALF OF MEMBERS OF KAMO ELecrric 
COOPERATIVE 


Mr. Chairman and gentlemen of the committee, my name is Charles W. Hol- 
comb and I have been a resident of Lamar, Mo., for 3 years. I am manager of 
the Barton County Electric Cooperative with headquarters in Lamar, Mo., 
which cooperative is a member of the KAMO Electric Cooperative, and I am 
president of the southwest Missouri cooperative group. The major problem 
facing the cooperatives in southwest Missouri is the delivery of adequate, de- 
pendable, low-cost power at the cooperative load centers. Power supply has 
been a constant preblem since my employment by the Barton County Electric 
Cooperative and according to the members of the cooperative board of directors 
and the directors and managers of the other cooperatives in southwest Missouri, 
the power-supply problem has been a major problem ever since the cooperatives 
were organized. 

The board members of the southwest Missouri cooperatives, in conjunction 
with board members of cooperatives in neighboring States, formed the KAMO 
Blectrie Cooperative in 1941 in order to provide adequate, dependable, low- 
cost power at cooperative load centers which was not available from other 
sources in the area. As an example of the power problem facing these coopera- 
tives, the cost of power available has been as high as 1944 mills per kilowatt 
hour and is at present in excess of 15 mills in the area in which Missouri Publie 
Service Co. operates. There have been arbitrary lines of demarcation estab- 
lished by the utilities in the KAMO area which hampers orderly development 
of the distribution cooperatives. In a letter to Barton County Electric Coopera- 
tive, the Empire District Electric Co. advised that power furnished by them 
could not be utiltized in the northern half of the co-op system. Other restric- 
tions such as limitation of size of load served by the distribution cooperative 
and amount of power available have been placed on the distribution cooperatives 
in the contracts for wholesale power. These inequities will be eliminated by 
the KAMO development and the contracts for delivery of power with the 
Southwestern Power Administration. The KAMO Electric Cooperative system 
is a self-liquidating project, as proven in the application for loan and in the 
granting of the construction loan by the Rural Electrification Administration. 

We are respectfully requesting that your committee restore the funds required 
under the Southwestern Power Administration contracts with the generating 
and transmission cooperatives because these contracts guarantee the delivery 
of adequate, dependable, low-cost power at the cooperative load centers. 

With the lease-operating contracts between SPA and the cooperatives, econ- 
omies can be obtained by utilizing the diversified operations and loads of the 
power cooperative systems rather than the single system of KAMO Electric 
Cooperative. 

Lease-operation assures delivery of power at the Southwestern Power Admin- 
istration rate over a long-term period with no such assurance under any other 
arrangements. Since the lease-operating contracts were signed, lower rates 
have been cffered by the utilities in the KAMO area to the distribution coopera- 
tives and yet, during this same period some of these same utilities are request- 
ing rate increases on other classes of service. It is apparent to us that if lease 
operations were not available these rate reduction offers would never have been 
made. Lease-operation is necessary to assure the continuing availability of 
power at the lowest cost. 

With the growth and development of the distribution cooperatives new points 
of delivery are required. The contracts between the utilities and Southwestern 
Power Administration are based on existing facilities where adequate, and any 
extensions of facilities are dependent upon the sole judgment of the utilities as 
to feasibility. The KAMO system assures that facilities are adequate to deliver 
dependable supply of power to the member cooperatives’ load centers. 

98400—52——_88 
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In summary, I would like to repeat that the organization of the KAMO Electric 
Cooperative in 1941 (11 years ago) was required in order to obtain an adequate 
and dependable source of power. Many obstacles to development of this project 
have been encountered, many of which have been overcome. The lease-opera- 
tion of the KAMO power lines in southwest Missouri by the Southwestern Power 
Administration assures the member cooperatives and the farm members of the 
distribution cooperatives delivery of power at the lowest possible cost. It has 
been proven many times that in any area where low-cost power is made available 
that other power supplies immediately reduce in price. We are therefore re- 
questing your favorable consideration of the appropriation of funds for the 
lease-operation of power lines by the Southwestern Power Administration in 
order that our area can receive the benefits available in other areas. 


STATEMENT OF AFTON WHEELER, FARMER AND STOCKMAN, BEST, ARK. 


I, Afton Wheeler, a farmer and stockman of Best, Ark., and president of the 
Arkansas Electric Cooperative, beg permission to submit this statement in behalf 
of the restoration of the continuing fund of the Southwestern Power Administra- 
tion (SPA) that was eliminated from the budget by the House of Representa- 
tives. 

This fund is highly essential to the welfare of the electric cooperatives within 
the operating area of the Southwestern Power Administration (SPA) for the 
fulfillment of existing contracts and contracts that will soon be ready to be put 
into operation. 

We feel that in order for any section of our country to progress, there must be 
an ample and dependable source of power at reasonable rates. In order to be 
assured of this, some areas of our country where there has been an extreme 
shortage of power and that which was obtainable only at excessive rates, it has 
been necessary to make arrangements for our own sources of power. 

I, being connected with the following organization, am more familiar with it 
and the problems concerning if. Not that its problems are more acute or that 
the need is greater than the others, but it is one of many and upon which in 
many cases, the success or failure will depend upon whether or not the SPA 
will be able to fulfill their part of the contracts that thave been made. 

The Arkansas Electric Cooperative is a generating and transmission coopera- 
tive which was organized by three REA distribution cooperatives in northwest 
Arkansas for the purpose of providing an adequate and dependable source of 
power. 

The area in which this cooperative would operate is undergoing a very rapid 
development in its agricultural field; increases in the use of electrical service 
is doubling every 5 years.* The use of electricity in its applieatiton to agricul 
ture is just tnow being understood and being brought into use by the 30,000 
farm homes that are served by the cooperative. 

This is in an area where a power shortage exists. For the past several years, 
the improvements in transmission facilities have been made only to take care of 
the immediate needs with no capacity included for future loads; therefore there 
is always a shortage of power. 

The Arkansas Electric Cooperative, through its interchange agreement with 
the SPA would provide that margin for load growth that is so badly needed in 
this area. 

I do not pretend to know the technical side of the electric power business. I do 
know that as a hydroelectric dam has been built in our area and the SPA has 
been authorized to build certain transmission lines that the cooperatives in 
Arkansas have secured better service from the commercial power companies. 

I do know that the commercial power companies have for a good many years 
opposed the construction of the dams in the Southwest and they have bitterly 
opposed the SPA. 

The farmers in the Southwest are grateful to Congress for the support of the 
hydroelectric dams and the support of the SPA in spite of the bitter opposition of 
the commercial power companies. We know that SPA has already made a very 
substantial contribution to the farms of Arkansas and adjoining States. We 
know that if SPA is prevented from carrying out this program, most of the 
electric power in the entire area of the Southwest will suffer. 

The farmers of Arkansas on many occasions have discussed the benefits of 
SPA. We strongly support the continuing fund of SPA and believe it is essen- 
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tial to carry it forward. The continuing fund is a benefit to the Government 
in permitting SPA to get the maximum benefits and the maximum revenue from 
the investment of the hydroelectric dams. 

To eliminate the continuing fund would eliminate any threat of competition 
for the power companies and they would get control of the power output of the 
very dams whose construction they so bitterly opposed. 

We certainly hope that Congress will understand that the farmers of Arkan- 
sas favor the continuing fund and that the opposition to the continuing fund 
comes from the monopolistic power companies. 


STATEMENT OF H. E. KLINEFELTER, LEGISLATIVE SECRETARY, MISSOURI FARMERS 
ASSOCIATION, COLUMBIA, Mo. 


Mr. Chairman and gentlemen of the committee, I am H. E. Klinefelter, of 
Columbia, Mo., secretary of the State legislative committee of the Missouri 
Farmers Association, an organization with a membership of 140,000 farm fami- 
lies who are owners of electric cooperatives in Missouri. 

I am authorized to tell your committee it is most urgent that the full amount 
of the Southwestern Power Administration continuing fund of $1,194,000, as 
recommended by the Bureau of the Budget, be restored by the Senate. 

The need for more electric power among farmers in Missouri is very great 
and growing. Shortage of help on our farms, which seems to be permanent, 
is compelling farmers to turn to electric energy for relief. 

If the continuing fund is not restored by the Senate, agriculture in Missouri 
will be greatly handicapped. 

I deeply appreciate the opportunity to respectfully present the views of 
Missouri farmers to this committee. 


Senator Haypen. I am informed that the following people are 
present, but will not testify: Mr. L. N. Speight, manager, White River 
Valley Electric Cooperative, Branson, Mo.; Mr. F loyd Gibson, man- 
ager, Oklahoma Statewide Electric Cooper rative, Oklahoma, City, 
Okla.; Mr. Milton T. Potts, manager, Sam Houston Electric Coop- 
erative, Livingston, Tex.; member, Southwest Power Committee. 


Mr. Ellis. 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


SUPPORT OF SOUTHWESTERN POWER ADMINISTRATION BUDGET 


Senator Haypen. Mr. Ellis, you have a rather extensive statement 
here to put into the record. Can you high- light it ¢ 

Mr.Exuts. I can very briefly high light it, Senator. 

Senator Haypen. Your statement will appet ar in the record and 
you may proceed. 

(The statement referred to is as follows:) 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL ELECTRIC CoopERA- 
TIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. I 
am executive of the National Rural Electric Coperative Association, the service 
organization of the rural electric systems of the United States, with a member- 
ship of 8838 rural electric systems serving approximately 3,000,000 farm families 
in 42 States and Alaska. 

I appear before you to testify regarding certain fiscal-1953-budget items recom- 
mended by the Bureau of the Budget for agencies of the Department of the 
Interior, items of concern, either directly or indirectly, to rural electric systems 
within the service areas of the Department of the Interior's Bonneville Power 
Administration, Southwestern Power Administration, Southeastern Power Ad- 
ministration, and Bureau of Reclamation. 
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As you are well aware, the rural electric systems have for several years urged 
accelerated expansion by all agencies, public and private, of our Nation’s elec- 
tric power-production program. The farmer-directors of rural electric systems 
throughout the country have repeatedly, in resolutions adopted at local, State, 
regional, and national meetings, called attention to the need for increased elec- 
tric-power capacity to meet the demands of the defense program, industrial and 
agricultural production. This crusade by the Nation’s farmers for an ever 
expanding electric-power program has not always been popular. AS a matter 
of record, their concern over electric-power shortages in various sections of the 
country (particularly in rural areas) over the past 4 or 5 years has usually 
been met with various and loud protestations that such shortages did not or 
would not exist and that there was sufficient reserve capacity to meet all demands 
of the Nation’s farms and industries, 

Recent investigations by defense agencies and committees of the Congress of 
our Nation’s electric-power situation disclose that the concern of rural electric- 
system managers and directors over dwindling power supplies has not been 
without foundation. The staff of the Joint Committee on Defense Production 
was instructed last October to conduct a study of the electric-power program in 
the United States to determine its adequacy to support defense-mobilization 
needs. Data for the study was obtained from Federal agencies, State regulatory 
commissions, operating companies, and various organizations interested in the 
electric-power industry, such as the Edison Electric Institute and the National 
Rural Electric Cooperative Association. 

The Committee’s report (S. Rept. No. 1062) turns a bright light on the critical 
nature of our electric-power situation, stating: “* * * there seems to be 
general agreement from all sources that the requirements for electric power 
presently outstanding and foreseeable within the next few years are running 
a neck-and-neck race with capability,” and “All sources agree that the present 
supply of electric power cannot be relied upon as adequate to meet defense and 
civilian needs over the next 3 years.” 

The Committee, it should be noted, was staffed largely with power-company 
officials. 

The Committee called attention to the Defense Electric Power Administra 
tion’s assertion that “even on the basis of its schedules for expansion of elec 
tric-power capacity, there is no place in the Nation where a 200,000-kilowatt 
load not already scheduled could be placed earlier than 1953 without cutting 
off other industry or diverting equipment from other needed power installa- 
tions.” As to electric-power potential, the Committee stated that “Large blocks 
of hydroelectric power remain available for development in this country—some 
in areas of the Nation where the power produced could be immediately put 
to use in the program of defense mobilization.” 

The rural electric systems of this country have long recognized the necessity 
for more thorough utilization of our Nation’s hydroelectric potential. More than 
4,000 rural leaders, at the National Rural E’ectric Cooperative Association annual 
meeting in Chicago during Mareh 1952, unanimously approved the following 
resolution : 

“Whereas the United States, in its numerous great rivers and river basins, is 
possessed of the assets and resources which will, upon maximum development, 
retain and enrich our soil, provide unlimited recreation for the people of the 
country, and insure adequate electric-power supply to meet the long-range demand 
of all individuals and industries alike, resulting in such a combination of facilities 
for progress that American can achieve its highest potential standard of progress 
and prosperity; and 

“Whereas it is to the personal interest of all of the more than 12 million farm 
people now served by rural electric cooperatives and public-power districts that 
the development of all of these phases of the river and river-basin resources be 
expedited with emphasis on the pressing need of the rural electric systems for 
additional dependable, low-cost power sources, without which these systems can- 
not attain their maximum service ; and 

“Whereas it is recognized that much work has been dene and progress made 
in planning the development of this resource by the Department of the Interior, 
Corps of Engineers, and other assisting agencies in this Government, and progress 
has been made toward the consummation of some of this planning, whieh clearly 
shows the wisdom of the undertaking by the achievements already attained: 
Now, therefore, be it 

“Pesolved, That we urge the development of all or the country’s economically 
feasible potential hydroelectric power as rapidly as practicable; and be it further 
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“Resolved, That the Congress of the United States be petitioned to provide 
funds and loan authorizitions for river-basin and water-power developments and 
for the generation of electricity in connection therewith; and be it further 

“Resolved, That the Congress of the United States be petitioned to provide 
funds and loan authorizations for the construction of transmission lines to dis- 
tribute the electric power so generated to cooperatives, public-power districts, 
and municipal consumers, at their load centers, and to integrate various genera- 
tion projects; and be it further 

“Resolved, That the Congress of the United States be petitioned to provide 
funds and loan authorizations for the construction of steam and Diesel generating 
capacity Where necessary to firm up hydropower generation and to improve the 
efficiency of such generation ; and be it further 

“Resolved, That the Congress of the United States be petitioned to continue 
the established power policy of the United States, thus providing for development 
of potential hydropower and the sale and delivery to load centers of the consumer 
of this power wholesale, over self-liquidating transmission lines—first to publie 
bodies and cooperatives and then to private companies in that order—and, to the 
accomplishment of this end, it should provide adequate appropriations for con- 
struction and administration.” 

At the two previous annual meetings, almost identical resolutions were 
approved. 

The findings of the Joint Committee on Defense Production have been con- 
firmed by a report released on January 11, 1952, by the Defense Production 
Adwninistration’s Electric Power Advisory Committee, which spent 4 months 
analyzing the Nation’s power program. This committee reported that the 
30,000,000 kilowatts of new capacity now planned and on order by the electric 
utilities of the country for construction in the next 3 years is not in the aggre- 
gate excessive. If anything, it may be too small. The committee concluded that 
the load estimates for the 1953 peak made by utilities should be increased by 
as much as 2,000,000 kilowatts, and that the 1954 estimate should be from 
4,000,000 to 5,000,000 kilowatts larger than had been estimated. DPA acted, 
of course, with full knowledge of the Government’s program, and these require- 
ments are in addition. 

Defense Electric Power Administrator Fairman has recently stated that he 
“cannot emphasize too strongly that the electric-power outlook for 1952 is more 
serious than it was at any time in World War II,” and he warned that “in 
electric-power supply we are already touching bottom in yarious parts of the 
country.” 

The farmers of America are today being called upon to achieve new goals 
in farm production, and electric power is recognized as an essential means of 
reaching maximum agricultural productivity. Farm use of electricity is increas- 
ing at a rate never dreamed of when the rural-electrification program was ini- 
tiated. At the present time cooperative loads are doubling every 5 years (the 
entire electric-power industry figures that it must double its capacity every 10 
years), and these loads would increase even more rapidly if abundant wholesale 
power were available. No other major American industry is growing anything 
like as fast as the electric-power industry. 

This present shortage of electric power and energy menacing many sections 
of the country is seriously impeding the expansion of both industry and agri- 
culture; expansion that is vitally important to the successful defense of the 
democratic principles for which we stand. We need an expanded industrial 
plant to forge the weapons, and we need an expanded agriculture to feed and 
clothe not only ourselves but a large portion of the whole free world. 

Each year the rural electric systems of the country conduct, through their 
national association, a survey for the purpose of determining, among other 
things, the power-supply problems of each system. Our survey questionnaires 
were mailed out about the 1st of January to some 940 rural electric systems. 
It is, of course, too soon to expect replies from all of them, but we have tabu- 
lated the results of the 600 answers received. Sixteen and seven-tenths percent 
of our systems say that their wholesale power supplies are inadequate to meet 
even present needs. Twenty-three and four-tenths percent state that they do 
not have sufficient energy in sight to meet expected load growth. 

Although the association which I represent is not a general farm organization, 
we are in sufficiently close touch with farm production problems to be very 
certain that we are not going to achieve any substantial increases in food pro- 
duction without a more adequate supply of electricity on the farms, and at rates 
that will enable the farmer to use electric energy in the quantities required to 











1396 


INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


make it a real production tool. As you know, farmers are being requested to 
substantially increase their 1952 production over the near-record productio, 
of 1951, even though there will be 350,000 fewer farm workers with which to 
do it. Wired hands can and must replace many hired hands, 

During the past few years, a national pattern of wholesale electric rates has 
appeared. In general over the country there are three classes of rates charge: 
the rurai systems for the wholesale power they purchase. First, there are tli 
very low rates of from 3.1 to 5.9 mills charged by the Government power agen 
cies, Second, there is the class of rates lying somewhere between 5.5 and 8 mills 
which is generally charged by utility companies in areas not served by Govern 
ment power projects, but in which such projects are under construction. In 
these areas the commercial utility companies realize that their complete mono}: 
oly on the generation of power is threatened, and that they must either reduc 
wholesale rates to the cooperatives low enough to preclude the demand for de 
livery of power over Federal transmission lines or they must agree to wheel the 
lower-cost power to customers entitled to receive it. In other words, the ver) 
threat of possible introduction of Federal power into many areas has create: 
what we call a yardstick against which to measure the quality of service and 
rates of private utilities. Very real benefits are being experienced in many sec 
tions of the country by our systems at the present time because the mere possi 
bility of delivering Federal power exists. It is simply a case of the Govern- 
ment providing a standard of electric service in the same manner that other 
standards are provided. 

The third class of rates to which I have referred are those charged by power 
companies in sections where no Federal power projects exist and none are 
under construction. In these areas there is no yardstick against which to measure 
wholesale electric service and rates. Private utilities control practically all 
sources of generation and operate all of the transmission lines. Our peope take 
what power is made available to them in these areas and pay anywhere from 
9 to 26 mills per kilowatt-hour for it. 

I think that even a cursory look at this rate stratification that has manifested 
itself over the years gives one a clear indication that where the cooperatives 
purchase federally produced electric power directly from the marketing agencies 
their rates are lowest. In areas where the possibility of Federal power exists 
within the foreseeable future, the rates are a little higher; but, where no fore 
seeable possibility of Federal service exists, the rates reflect what the utilities 
feel the traffic will bear. 

The conclusion to be drawn is that the rural electric systems are getting bgtter 
service and lower wholesale rates where alternate sources of supply exist or 
are a practical possibility. Thus far only Federal hydroelectric projects have 
been mentioned as alernate sources. In several sections where no hydro po 
tential exists or where none is scheduled for development, groups of our systems 
have formed generation and transmission co-ops whereby they generate and 
transmit their own power. This alternate source of energy itself, however, 
is becoming more and more dependent on the existence of hydroelectric power 
REA will not allow the cooperatives and power districts to build their own 
generation systems unless savings on the cost of power can be realized or the 
supply is inadequate. Often it is not possible for our systems to develop thei: 
own power economically ; but, once feasible plans for the eonstruction of coopera 
tive generation and transmission are announced, power-company offers of rate 
reductions follow immediately in nearly every instance. These are known as 
spite-rate offers and are designed primarily to block construction of the coopera 
tive generating plant. Once plans to build the plant are killed, the rates are 
slowly raised again. However, the spite-rate offers make it almost impossible 
to show power costs savings with a relatively small thermal generation plant 
unless it can be integrated with peaking capacity from a source of low-cost 
hydroelectric power. For this reason, nearly all of the generation and trans 
mission loans approved by REA during the past few years have included plans 
for integration with Federal hydro facilities. 

Thus, in practice, the only really independent factor in providing our systems 
with a power supply other than can be obtained from commercial utility com- 
panies is the right and ability of our people to purchase a share of the hydro- 
electric power from the big dams. The right to generate and transmit power is 
important—make no mistake about that—but in recent years its application is 
usually dependent on the availability of Federal hydropower. The fight of the 
rural systems to get a small portion of this hydroelectric energy is, we feel, the 
fight for existence, and may be one of the major issues facing this session of 
Congress, 
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The rural electric-distribution systems of the country are, unlike the power 
companies, not in a position to go to the dam and take the power away. This is so 
for several reasons. The powerhouses at the dams are designed to utilize as 
much of the water flow as possible. In many instances, especially in the South- 
west and Southeast, this means that most of the power is not continuously avail- 
able. Itis high-capacity, low-load-factor energy and is not suitable for utilization 
by cooperatives unless firmed up with steam energy. Most of the distribution 
cooperatives do not have steam-generating facilities. We are generating only 
about one-sixth of the power we use, steam and Diesel combined. Also, voltages at 
dam switchyards are different than those of cooperative lines. Expensive trans- 
formation would be required. Finally, it is economically unfeasible for the 
cooperatives to build the long transmission lines to get the power from the dam 
site to their load centers. This is so partly because a restriction in the REA Act 
which prohibits us from making the most efficient use of a transmission line. 
The act prohibits us from huilding the line big enough to serve other than our- 
selves—municipally owned systems and private companies, for instance. 

In other words, if the rural electrics are to get this hydro power they need, it 
must be delivered to them over self-liquidating Government transmission lines 
where possible or made available through a power exchange or wheeling agree- 
ment with the power companies. Most of the companies flatly refuse to wheel 
power to customers of the Government, or attach so many restrictions to the 
wheeling service that suitable contracts cannot be agreed upon. This is true in 
nearly all cases until appropriations are made by the Congress for lines in the 
area, or seem likely. Under such circumstances the only answer is the Federal 
transmission facilities. Where the companies refuse all reasonable wheeling 
agreements, not only must the Government build the lines to deliver its power, 
but it must build lines to integrate its generation projects so that appreciable 
amounts of continuous energy can be made available for marketing. In some 
past instances appropriations for construction of Federal transmission facilities 
have not been spent but have been skillfully used by the power marketing agen- 
cies as a bargaining tool to achieve practical wheeling contracts. 

For many years now, in fact from the inception of the Federal power develop- 
ment program, the utility companies have fought the construction of Government 
lines. These companies feel they have the right to operate as an exclusive 
monopoly free from all competition and free to charge rates designed to maximize 
profits rather than encourage widespread use of electric service. Each year the 
companies have appeared before committees of the Congress and offered testi- 
mony to preclude construction of these lines. They have fought power develop- 
ment item by item, not only before the Congress, but in the State legislatures, 
and in the State and Federal courts as well. The rural electric systems antici 
pate that this fight will be continued and intensified, but we also foresee this year 
an attempt to wreck the whole Federal power policy by one over-all blow aimed 
to destroy in its entirety the justification for construction by the Government of 
any lines. In a nutshell, what we anticipate is an attempt to knock out the 
so-called preference clause of the Flood Control Act of 1944. 

I know you are all familiar with this language in section 5 of the Flood Con- 
trol Act of 1944 referring to the sale of electric power and energy from reservoir 
project : 

“Preference in the sale of such power and energy shall be given to public 
hodies and cooperatives. The Secretary of the Interior is authorized, from 
funds to be appropriated by the Congress, to construct or acquire, by purchase 
ov other agreement, only such transmission lines and related facilities as may 
be necessary in order to make the power and energy generated at said projects 
available in wholesale quantities for sale on fair and reasonable terms and 
conditions to facilities owned by the Federal Government, public bodies, cooper- 
atives, and privately owned companies * * = *” : 

Gentlemen, I would like to emphasize that this language providing for prefer- 
ence to certain customers including cooperatives, and providing for Federal 
construction of necessary transmission lines was included in the act after long 
debate on the floors of both Houses. The existing language emerged as part 
of the act only after the decisive defeat of an amendment introduced by Senator 
sailey, of North Carolina. .The Bailey amendment would have made it man- 
datory to sell the power at the dam, and would have, in our estimation, assured 
its delivery to the private utility organizations for their use and profit. The 
decisive defeat of the Bailey amendment to the Flood Control Act of 1944 would 
indicate that in passing the act, Congress intended that the power would be 
transmitted either over federally owned facilities or over the leased facilities 
of utility companies to the preference customers mentioned in the act. 
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During the past few months, our people in many sections of the country have 
detected a move apparently sponsored by certain power companies and by a 
group of public utility commissioners to repeal or amend section 5 of the Flood 
Control Act of 1944. We suspect that such amendment would seek to accon 
plish two things. First, it would try to eliminate the so-called preferenti:| 
treatment given to the public bodies and cooperatives in the marketing of the 
power, and secondly, it would attempt to revise the language authorizing Federa 
construction and rental of transmission facilities. 

Without the preference clause and without Government authority to construct 
transmission lines, the rural electrics would be left at the mercy of the commer 
cial utility companies. At the present time, with both of these provisions in the 
law, our people purchase only approximately 3.5 percent of the energy produced 
at the Government dams as opposed to the 19 percent taken by the private utility 
companies. Should an attempt to repeal the preference clause of the Flood 
Control Act of 1944 succeed or should the Government’s right to transmit power 
authorized by the same act be destroyed, then our people would get little or none 
of the benefits and the whole output would go to the companies, which is what is 
happening in a number of places anyway. 

Any change in the Flood Control Act of 1944 would of course not be the pri- 
mary responsibility of this subcommittee, but in consideration of the committee's 
long history of interest in the electric power problems of the country, and in 
view of the committee’s annual problem of writing legislation under which pri- 
vate and public power organizations can best cooperate in serving the needs of 
all the people, I have felt compelled to at least include this information, antici 
pating an attack on the basic principles of the Federal Government's power 
policies. The changes in the basic law which we feel may be attempted would 
infinitely complicate thet already difficult task of the Congress in assuring that 
the power developed at the reservoir projects is utilized for the benefit of the 
most people. 

Budget requests for fiscal 1953—Many of the items being requested by the 
Department of the Interior for the fiscal year 1953 are for the purpose of building 
electric power generation and transmission facilities which will directly benetit 
the rural electric systems throughout the country. Our people from the South- 
east, Southwest, and Minnesota have already appeared before the committee, 
but I would like to corroborate their statements, and urge approval of projects 
which will benefits our systems in other sections of the country. The following 
summary indicates precisely which projects we feel are especially necessary to 
the welfare of our people: , 


SOUTHEASTERN POWER ADMINISTRATION 


Roanoke River Basin construction 

In our appearance before the Interior Subcommittee of the House Appropria- 
tions Committee we requested appropriation of $3,509,500 for the construction 
of SEPA transmission lines which would be essential if our rural electric systems 
in the area were to be able to get their share of the power generated at Federal 
developments on the Roanoke River. We are now informed that Virginia Electric 
& Power Co. has virtually concluded a wheeling agreement with SEPA which 
will include arrangements for Vepco to wheel power to some of these rural sys- 
tems. Pointing out that this is another example of the utility agreeing to work 
with the Federal power agencies and the rural electric systems when the threat 
that someone else will do the job exists, I wish to state here that it presently 
appears that an appropriaiton will not be necessary for the following three SEPA 
lines for which we requested appropriations from the House Appropriations Com- 
mittee: 

1. 115-kilovolt transmission line connecting Kerr project (Buggs Island) with 
Suffolk, Va., on the east and Prince Edward, Va., on the north. 

2. 115-kilovolt transmission line from Suffolk, Va., to the Portsmouth Navy 
Yard. 

8. 115-kilovolt transmission line from Kerr project to Altavista, Va. 

The SEPA-Vepco wheeling agreement will not, however, preclude the need for 
a 115-kilovolt transmission line from the Kerr project south to the North Caro- 
lina cities of Rocky Mount, Wilson, and Kinston. This line is for the purpose 
of integrating excess off-peak steam energy from 40,000 kilowatts of munici- 
pally owned steam eapacity in these cities with power from the Kerr project and 
delivering the power to municipal systems and rural electrics in the area. The 
steam energy would be used to firm Kerr project generation for these areas and 
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make it possible for the Kerr project to market a greater percentage of its power 
at firm power rates. Substations necessary to provide service to cooperatives in 
the area would be provided at each city. Total cost of the line is estimated at 
$4,933,000 of which $450,000 is being asked in fiscal 1953 for surveys, design, 
clearing, procurement of materials, and partial construction of the Kerr-Rocky 
Mount section of the line. Energization of the entire line is scheduled for June 
1955. 4 

Since this line is vitally needed to supplement the SEPA-Vepco wheeling 
agreement, we earnestly request you to restore the $450,000 for its initiation 
which was deleted from the budget request by the House of Representatives. We 
believe that the need for this line was firmly established by the rural electric 
systems’ witnesses who appeared before you yesterday and we will not repeat 
it here. 

Savannah River Basin construction 

Four SEPA transmission lines are essential if the rural electric systems in 
this area are to enjoy their legal preference or equality rights to federally gen 
erated hydroelectric power. The House has approyed funds to complete one 
of these lines, a 115-kilovolt transmission line from Clark Hill to Greenwood, S. C. 
This line would provide service to the Greenwood County Electric Power Com- 
mission which in turn serves the Newberry Electric Cooperative and the Laurens 
Electric Cooperative. Total cost of the facility is estimated at $1,172,000 of 
which $869,500 is being requested in fiscal 1953 to complete the line by October 
1952. This line is now under construction and we trust you will concur with 
the House by recommending funds to complete the job. 

Funds for three transmission lines to carry this power from the Clark Hill 
Dam to rural electric systems were deleted from the budget request by the House. 
We urge that funds be restored for these three lines: 

1. One hundred and fifteen-kilovolt transmission line from Clark Hill to Bates- 
burg, S. C.—This facility would serve the South Carolina Publie Service Authority 
which in turn serves the 16 cooperatives comprising the Central Electric Power 
Cooperative : 

Aiken Electric Cooperative, Inc. 

Black River Electric Cooperative, Inc. 
Coastal Electric Cooperative, Inc. 
Edisto Electric Cooperative, Inc. 
Fairfield Electric Cooperative, Ine. 
Horry Electric Cooperative, Inc. 
Lynches River Electric Cooperative, Inc. 
Marion Electric Cooperative, Ine. 
Marlboro Electric Cooperative, Inc. 
Mid-Carolina Electric Cooperative, Inc. 
Newberry Electric Cooperative, Inc. 
Palmetto Electric Cooperative, Inc. 
Pee Dee Electric Cooperative, Inc. 
Salkehatchie Electric Cooperative, Inc. 
Santee Electric Cooperative, Inc. 
Tri-County Electric Cooperative, Ine. 

We understand that the Central system would be enabled to operate with lower 
transmission losses and with a higher over-all efficiency were it energized from 
the terminal of this proposed facility. Total cost of line is estimated at $1,086,000 
all of which is being requested for fiscal 1953 to complete the facility by June 1953. 

2. One hundred and fifteen-kilovolt transmission line from Clark Hill to Harts- 
ville, S. O.—This line will provide service to the Central Electric Power Cooper- 
ative through the South Carolina Public Service Authority. Sixteen distribution 
cooperatives comprising the membership of Central will benefit. The line will 
cost $4,737,000, of which $25,000 is being asked for fiscal 1953 for preliminary 
work. Energization is scheduled for the fiscal year 1957. 

3. One hundred and fifteen-kilovolt transmission line from Clark Hill to Augusta, 
Ga.—This facility is designed to provide a connection from which additional line 
niay be constructed for direct service to cooperatives in Georgia. It is needed 
to get the power from the bus bar out to the load center whether or not a suitable 
wheeling arrangement can be concluded with the Georgia Power Co. The total 
cost of this facility is estimated at $479,000 all of which is requested in fiscal 
1953 for completion of the line by June 1953. 

We shall not go into the detailed reasons why we need these lines since farm- 
power leaders from the affected areas testified before you yesterday on these 
needs, 
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4palachicola River Basin construction 


We urge that you also restore the total of $50,000 for preliminary work on tw. 
lines from Jim Woodruff which are essential to rural electric systems in Florid. 
and Alabama. Florida and Alabama rural electric spokesmen told you yesterd:, 
why they need these two lines: ' 

1. 115-kilovolt transmission line from Jim Woodruff to Tallahassee, Fla—This 
line fs designed to provide service to the Talquin Electric Cooperative, Inc., and 
serve as a point from which to construct additional lines to serve the Seminole 
Electric Cooperative, a generation and transmission group made up of the Centra! 
Florida, Sumter, Suwanee Valley, Tri-County, and Withlocoochee River Electric 
Cooperatives. This facility will cost $1,284,000 of which $25,000 is asked for in 
fiscal 1953 for preliminary work. 

2. 115-kilovolt transmission line from Jim Woodruff to Wiregrass.—This line 
is designed to provide service to the Alabama Electric Cooperative, Inc., a 
generation and transmission cooperative comprised of 15 distribution coopera 
tives, and to provide a portion of the future tie line between Jim Woodruff and 
upper Columbia powerhouses. The facility will cost $1,144,000 of which $25,000 
is asked for in fiscal 1953 for preliminary design and planning. The distribution 
cooperatives are: 

Baldwin County Electric Membership Corp. 

Central Alabama Electric Cooperative 

Clark-Washington Electric Membership Corp. 

Coosa Valley Electric Cooperative, Ine. 

Covington Electric Cooperative, Inc. 

Dixie Electric Cooperative 

Pea River Electric Cooperative 

Pioneer Electric Cooperative, Inc. 

South Alabama Electric Cooperative 

Southern Pine Electric Cooperative 

Tallapoosa River Electric Cooperative 

Wiregrass Electric Cooperative 

Choctawhatchee Electric Cooperative 

Escambia Electric Cooperative 

West Florida Electric Cooperative 
Preliminary engineering studies for all river basins 

In order to determine through reconnaissance, survey, economic analysis, and 
engineering study, the additional facilities necessary to market power from a 
properly integrated system, SEPA is requesting $90,000 during fiscal 1953. The 
money will be used to analyze such facilities as: 

(1) Extension of the Clark-Hill-Hartviile line to a point of connection with the 
Buggs Island-Kinston line, thus integrating the two projects. 

(2) Extension of the Clark-Hill-Greenwood line to interconnect Clark Hill, 
Hartwell, Buford, and Alatoona, 

(3) A line to connect Clark Hill and Jim Woodruff for the purpose of firming 
up Jim Woodruff when it is flooded out during heavy rain periods. 

(4) Extension of the Clark Hill-Augusta line. 

(5) Extension of initial facilities in Virginia, North Carolina, and Georgia, 
to serve directly cooperatives in these States. 

We trust that you will concur in the approval given this request by the House 
of Representatives. 


SOUTHWESTERN POWER ADMINISTRATION 


Gentlemen, you are aware of the excellent financial record REA borrowers 
have maintained over the years, paying back their loans with interest, making 
only a small fraction of 1 percent of those payments late. But in cutting the 
SPA funds for purchase of power and rental of facilities by $1,194,000, however. 
the House has impaired the economic soundness of an investment by the farmers 
of the Southwest of $100,000,000, borrowed from REA, in their own distribu- 
tion and generating and transmission cooperatives. 

You reeall that in 1950 SPA signed contracts with the Central Electric Power 
Cooperative and Sho-Me Power Cooperative of Missouri and the Western Electric 
Cooperative of Oklahoma under which SPA agreed to lease, operate, and main- 
tain certain transmission facilities of these generating and transmission ¢C0-0})s 
and to purchase certain quantities of firm power from new generating plants 
of these cooperatives. 
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On the basis of these contracts with an agency of their Government, 135,000 
rural people in these States determined that their investment in new generat- 
ing and transmission facilities would be sound. Now, as you know, a lawsuit 
to void those contracts has been launched in the Federal court of the District 
of Columbia by commercial power companies of Missouri. Our people are 
contident that the contracts will stand. 

If you do not restore the $1,194,000 cut which the House voted in SPA‘s con- 
tinging or operating funds, however, these cooperatives and their 28 member 
distribution cooperatives will suffer severe losses even though the courts eventu- 
ally sustain the contracts. This fund will not cost the taxpayers a dime. In 
effect it is self-replenishing. 

The House Committee on Appropriations justified its elimination of these 
funds needed by SPA to meet its contractual obligations on two bases: 

(1) It then thought that the cooperative facilities to be integrated with SPA 
would not be ready for operation until January 1, 1953; and 

(2) It then thought that funds for SPA to meet its contractual obligations 
should properly be withheld pending the outcome of the litigation in which the 
contracts are involved, which the committee then thought would probably be 
resolved by January 1, 1953. 

Much has changed since the House Appropriations Committee issued that 
report. As you gentlemen know, the materials situation has eased somewhat. 
Consequently, construction of these rural electric facilities has been accelerated. 
(Even under old schedules, SPA Administrator Douglas Wright has stated since 
the House Appropriations Committee report was issued, January 1 was the aver- 
age date of completion of the various projects to be integrated—not the date 
of the completion on the first of these projects.) Actually, the Central Electric 
Power Cooperative of Missouri will complete 5.5 miles of transmission line be- 
tween Mansfield and Bull Shoals, Mo., within the next few days. That line 
will then be ready for lease to SPA. Another line which, under contract, it is 
to lease to SPA, running from Mansfield to Maries, will be completed by June 15. 

By August 1, 1952, Sho-Me Power Cooperative will have completed 250 miles 
of 69-kilovolt line; and it will complete its Maries substation by November 1, 
Western Electric Cooperative of Anadarko, Okla., will be operating its first 15,000 
kilovolt-ampere steam-generating plant by December of this year; and Central 
Electrie Power Cooperative will put a 15,000 kilovolt-ampere steam plant into 
operation by November 1. Other facilities will be completed before January 1, 
1953, and still others will be ready for use well before the Eighty-third Congress 
could conceivably calendar consideration of funds for SPA to meet its contractual 
obligations affecting this use. 

Let me cite briefly one way in which this delay, this inability of SPA to honor 
its contract, will be costly to cooperatives. Construction of these steam plants 
was initiated on the basis of these contracts. These co-ops had assurance, con- 
tractual assurance, that a certain part of the power generated at these plants 
would be purchased by SPA to firm up its hydro power. If SPA is not permitted 
to purchase this power, which it needs for its own sound operations, these co-op 
generating plants will be forced to operate well below their capacity and the 
cost per kilowatt-hour wiil soar beyond the reasonable rates to which the 135,000 
rural users are entitled—and which they were assured by the SPA agreement 
with their co-op. 

Status of suit-—The House Appropriations Committee has expressed belief 
that the litigation in which the contracts are involved will be resolved by 
January 1, 1953. We hope the committee is right, gentlemen, but we fear it may 
take much longer. The complaint was filed by the commercial power companies 
in October 1950, and the suit remains today in the court of original jurisdiction. 
Since the House Committee on Appropriations issued its report, the court has 
decided to try the case first upon the matter of legality of the contracts only. 
The court hopes to begin this consideration during June. If the power companies 
should win on this issue, their other charges presumably would be judged. 
Thereafter, I’m told, the case is headed for the circuit court of appeals and 
eventually the United States Supreme Court, which means a final decision will 
not be reached for at least a year or two. 

In the meantime, unless you restore the $1,194,000 in continuing funds SPA 
neeeds to meet its obligations under this contract, the following disastrous results 
are certain: 

1. The three power cooperatives and, through them, 28 member distribution 
co-ops will face higher costs and lower revenues because a large part of their 
new facilities will be operating at less than capacity. 
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2. The 135,000 rural members of these distribution cooperatives will be getting 
high-cost electricity and poor service while additional farmers will get no 
service. 

8. Generation and transmission facilities will be standing partly idle in this 
day when every kilowatt-hour is needed for production, industrial and agricul- 
tural—a sheer economic waste. 

4. SPA will be forced to market at dump rates large blocks of hydro powe: 
which it could market as firm power if its agreement with the cooperatives were 
made operative. 

Gentlemen, I submit that these are sound ecanomic and moral reasons for you 
do restore these funds to permit SPA to meet its obligations under these con 
tracts and that there are no legal reasons why you should not, since the court 
has not seen fit to issue an injunction to stop the effectuation of these contracts 
I hope that you will feel it your duty to do all within your power to see to it that 
no Government agency is forced to welch on a contract with its citizens. 

The House has approved $231,000 in SPA funds for the costs of integrating 
with two Oklahoma commercial power companies. We feel that this is a legiti 
mate cost if SPA is to do its job properly; we ask only the same kind of treat 
ment when we urge you to restore the House cut and recommend the appropria 
tion of SPA’s full request for the purchase of power and rental of facilities dur- 
ing fiscal 1953: $1,425,000. 

Maintenance and operation 

For fiscal 1953, SPA is requesting appropriations for $1,500,000 for operation 
and maintenance. This item includes system operating and maintenance, power 
marketing activities, and general administration. The House, noting the in 
creased facilities to be operated and maintatined, voted $1,450,000 for that 
request. 

SPA is asking for no new transmission lines. 


Construction 

For construction, SPA is asking a total of $3,020,000 which comprises $1,180,000 
for the continuation of construction in progress and $1,840,000 for new con- 
struction and additions. The total figure is $355,000 less than was appropri- 
ated for the purpose in fiscal 1952. The following is a breakdown of SPA con 
struction projects of special concern to rural electrics and for which funds 
have been requested for the fiscal year 1953. 


Plant-interconnection project : Completion of Gore switching station____ $14, 520 


The Gore switching station in Oklahoma will provide the transmission line 
terminat! for the delivery of power and energy from the 34,000-kilowatt Tenkiller 


Ferry project and the 45,200-kilowatt Fort Gibson project into the SPA’ trans 
mission system. Power from these dams is expected to be available in fiscal 1953. 
Western Oklahoma project: 
Completion of Tupelo switching station__.__.___-_ 
Continuation of work on Anadarko substation___- 


$27, 700 


202, S20 


The Tupelo switching station is located on the main trunk transmission line of 
the SPA system’s presently operating Denison and Norfork Dams. The station 
will provide necessary terminal facilities for the interconnection of the 132- 
kilovolt transmission line to Anadarko and the main trunk Denison-Norfork 
line. The Anadarko line will be used to supply 30,000 kilowatts of load on the 
Western Electric Cooperative transmission svstem through the Anadarko sub- 
station, and to absorb into the SPA system off-peak power and energy from the 
cooperative steam generating station near Anadarko. In addition, the Anadarko 
substation will provide an interconnection between the 160,000-kilowatt Anadarko 
plant of the Public Service Co. of Oklahoma and the SPA system, thereby assuring 
a firm and continuous flow of power in the western Oklahoma area. Cooperatives 
receiving Government service under terms of the Oklahoma power exchange 
agreements as well as those receiving direct service from SPA would be benefited 
by this substation, 


For completion of western Missouri project: 
Springfield substation $41, 340 
Mansfield switching station : 5, 330 
Clinton substation 355, 680 


293, 590 
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These projects are all components of the Mansfield-Springfield-Carthage trans- 
mission line. The Clinton substation will enable SPA to deliver power and 
energy from the Bull Shoals and Norfork Dams and from the steam plant of the 
Northwest Cooperative to the KAMO cooperative. The Carthage substation 
will enable SPA to deliver power and energy to the cities of Lamar and Carthage 
and to the KAMO transmission system. SPA states that the western Missouri 
project was planned as an absolutely essential facility to be constructed by the 
Government to provide the means of serving its customers and for integrating 
its hydroelectric systems of cooperatives in the area. Although wheeling nego- 
tiations are now underway with utilities in the area, SPA feels, and we feel, that 
the results of these negotiations cannot affect the need for these facilities. 
Central Northwest Arkansas project: Ozark substation____---_-___-_- $30, 180 

This station will be completed during 1953, and will provide SPA service to 
the Arkansas Electric Cooperative, and, in turn, make it possible for SPA to 
tuke off peak generation from the cooperative’s steam plant. The substation 
will also be one logical point of interconnection of the main stem SPA system 
with the authorized 100,000 kilowatt Dardanelle hydro project. 


Interconnection With other systems: 


Weleetka substation extension__ aN A A Na lt a siaintiekas ax 
Fort Gibson-Okay 154 kilovolt transmission line__..__--_.---____ 124, 100 
Fort Gibson substation 154/110/66 kilovolt......._._._.-_-_________ 509, 200 


The 154/132 kilovolt transformer bank at the Weleetka substation is the only 
means of interchange of power between the north and south portions of the 
SPA transmission system. When Fort Gibson and Tenkiller Ferry Dams are 
completed in 1953, the station will be essential to the delivery of their output 
into the south portion of the SPA system and into the systems of the Oklahoma 
utilities for delivery to customers of the Government. 

The Fort Gibson-Okay line and Fort Gibson substation are for the purpose 
of interconnecting the SPA system with the Public Service Co. of Oxlahoma 
(66 kilovolt) and with the Grand River Dam Authority (110 kilovolt). The 
interconnection will assure the usual benefits of integration and make power 
from the Fort Gibson Dam available for purchase by the other systems. In ad- 
dition, the project will make possible the interchange of steam energy from the 
plant of the Grand River Dam Authority located near Markham Ferry. 


Administration and engineering on contractual arrangements: 


With rural electric cooperatives__ . ee en ee eee | 
With private utility system ea tt ee i ait ccwe: SORES 


Contracts negotiated by SPA with cooperatives provide that engineering plans 
and construction design programs of the cooperatives shall be reviewed and 
approved by SPA. Duties and responsibilities in execution of these arange- 
nents will be considerable during 1953. Under the Texas and Oklahoma wheel- 
ing agreements with private utilities, customers of the Government are served 
over the transmission systems of the utilities. In order to maintain adequate 
customer service facilities, engineering studies of customers and system load 
growth must be undertaken by SPA in conjunction with the companies. These 
joint studies serve to determine the facilities to be furnished by beth the com- 
panies and SPA, 


Miscellaneous construction sites Bas taihnd nb ackkh dita s el ccasne, ooe cst! ee 


This fund provides for but is not limited to the following four items: 

1. Construction of short extensions from Government owned or leased trans- 
mission lines with necessary substation facilities to serve customers of the 
Government. 

2. Construction of short extensions from lines of cooperatives and utilities 
with whom SPA has concluded arrangements for the use of their transmission 
systems to deliver power to Government customers, 

3. Improvements and additions to the SPA system deemed necessary to provide 
continuity of a recognized standard of service. 

4. Construction or acquisition of such minor facilities, the lack of which 
would prevent the Government from fulfilling obligations in connection with 
previous contracts. 

SPA is limited in the use of this fund in that prior approval must be secured 
from the Secretary for each expenditure. During fiscal 1953, the increased 
generation coming from Bull Shoals and heavy lines being completed by SPA 
will make power available to additional customers. In many instances, this 
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will require service connections some of which will necessarily be constructed 
by SPA. 


Plans and specifications for future projects $100, 000 


This item includes a $50,000 obligation which will be incurred by SPA partic: 
pation in the interdepartmental survey for the development of the Arkansas 
White and Red River Basins. In addition, other preliminary studies to he 
undertaken include: 

1. Reconnaissance and survey of line routes and substation sites. 

2. Cost analysis in connection with line routes and substation sites in terns. 
of capital and annual costs, and operating and maintenance expenses. 

3. Investigation and design of material and equipment components prior to 
construction. 


Miscellaneous: 1. Mobile unit substations 


Two mobile unit substations will be delivered to SPA during fiscal 1958. These 
units will permit delivery of power to customers of the Government under 
emergency conditions or upon short notice pending the restoration or construc 
tion of permanent facilities. 

We understand some of the power companies of the SPA area were scheduled 
to appear before you. We have no way of knowing what they said. We can 
only assume that they are still trying to kill SPA or render it ineffective as 
they have done every year since it began operations. Their story is never the 
same any 2 years except in one respect: SPA is not needed. They want all the 
benefits of the Government’s hydro power of the area—which they fought and 
we supported—and they want us to have no benefits. 

We trust you know them well enough by now that you will not rely on their 
statements to the detriment of the farmers of the area without giving the 
farmers an opportunity to reply. 


BON NEVILLE POWER ADMINISTRATION 


As you know, the House of Representatives cut Bonneville Power Adminis 
tration’s request for fiscal 1953 appropriations totaling $70,286,400 to $66,523, 
400. This reduction was made through elimination of the following projects: 
Klamath Falls substation and switching arrangement $900,000 


oe 


LaGrande-Baker 230-kilovolt transmission line 1, 173, 000 


An additional $1,699,000 would have to be cut from Bonneville Power Ad 
ministration’s programs somewhere if the total cut is approved by the Senate. 

Our people in the area are concerned by these cuts, particularly the elimina 
tion of the LaGrande-Baker line, because this elimination necessitates the 
deferral of essential improvements in BPA’s service to us for at least another 
year. Our members are well aware of your interest in postponing every expen 
diture during the present emergency, but they are also aware of the fact that 
considerable damage can be done to the service of their rural systems if these 
improvements are deferred indefinitely. 

We are not at this time requesting the restoration of the House cuts, but do 
want to say that thorough study has convinced us that the BPA budget has been 
cut to the bone and that every construction project which can be postponed has 
been postponed under the budget approved by the House. Further cutting, we 
believe, would do serious damage to the highly successful BPA program. We 
were pleased to note that the House Appropriations Committee in its report 
on appropriations for Bonneville in 1953 pointed out the fact that the opera- 
tion and maintenance budget request of BPA was increased only slightly de 
spite the large increase in the facilities to be operated during fiscal 1953. We 
were also pleased to learn from the committee’s report that BPA’s revenue dur 
ing 1953 will provide net return of $14,495,000 to the Treasury. We submit our 
belief that a self-liquidating program being operated by the Government on such 
a sound financial basis, while bringing great benefits to the area and the Nation, 
is too valuable a part of our Nation’s economy to endanger by excessive efforts 
to tighten its purse strings. 

We have outlined below the BPA projects which directly affect our rural elec- 
tric systems in the area, including the LaGrande-Baker line disallowed by the 
House. 
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Main stem transmission lines 


Requested for 
Facility fiscal 1953 


Grand Coulee-Midway No. 3 $17, 000 
Grand Coulee-Columbia No. 3 10, 000 
Grand Coulee-Columbia No. 4 53, 000 
Grand Coulee-Columbia-Olympia 6, 163, 000 
Snohomish Kitsap (Bremerton) 3, 584, 000 
Grand Coulee-Snohomish No. 2 129, 000 
Chief Joseph-Snohomish No. 3 and No. 4 7, 685, 000 
MeNary-Big Eddy-Troutdale 5, 696, 000 
MeNary-Big Eddy-Ross 10, 071, 000 
McNary-( Maupin) -Detroit : 778, 000 
Detroit-Albany 850, 000 
Detroit-Chemawa -- 760, 000 
Midway-Bige Eddy-Maupin-Detroit________- ae cecnalD ea Sh 5 360, 000 
Detroit-Alvey 409, 000 
Southwest Oregon Loop Service ; 4, 837, 000 
MeNary-LaGrande 395, 000 
LaGrande-Baker _ 1,173, 000 


All of the main stem 230 kilovolt transmission facilities for which $50,172,000 
of the construction request is allotted will benc fit each of the approximately 32 
cooperatives and 24 publie utility districts currently receiving service from 

sonneville. These facilities are for the purpose of improving voltage regulation, 
reducing losses, insuring system stability and generally raising the precariously 
insufficient effective capacity of the entire system. 

In addition to these major 230 kilovolt system improvements the following 
customer service facilities for which 1953 construction funds have been re- 
quested in the indicated amount are of special concern to rural electric coopera- 
tives and public utility districts which are affected. 

Southwestern Oregon loop, $4,837,000.—This is a portion of the $50,172,000 
being spent on main stem facilities but is of special concern since 69 kilovolt 
service from the Redomond substation of this loop will be provided for the Cen 
tral Electric Cooperative and the Midstate Electric Cooperative. The coopera 
tives’ load growth is so rapid that two 20,000 kilovolt-ampere transformer banks 
will be required by 1954 instead of the one originally planned, 

Quinault service, $36,000.—To relieve an acute power shortage experienced by 
the Quinault Light Co., an REA borrower, BPA plans to install a 7,500 kilovolt- 
ampere 69 kilovolt transformer at its Aberdeen substation to serve the company 
over 42 miles of REA financed transmission line. Service will also be available 
to the Grays Harbor PUD. 

Raymond-Aberdeen, $56,000.—For continuation of installation of second 30,000 
kilovolt-ampere of transformation at Aberdeen substation for Grays Harbor PUD. 

North Bonneville substation additions, $/23,000.—Part of these funds will be 
used to provide 12.5 kilovolt service to Skamania County PUD which is needed 
to replace present inconvenient 13.8 kilovolt connections made directly to the 
Bonneville powerhouse bus. 

Longview area service, $252,000.—Part of this money will be used to provide one 
additional 69 kilovolt terminal position at the Longview substation for the use 
of the Cowlitz County PUD in meeting load growth. 

Clark County service, $54,000—An additional 12,000 kilovolt-ampere trans- 
former bank will be installed at the Mill Plain substation for the Clark County 
PUD. 

Astoria substation addition, $62,000.—To continue work on Astoria substation 
from which West Oregon Electric Cooperative will be served. 

Tillamook County service, $518,000.—Substitution of 115 kilovolt line for 57 
kilovolt line for service to Tillamook County and the West Oregon Electric Co 
operative. Sixty miles of line and associated substations are included. 

Other transmission facilities in Portland-Longview coast area, $222,000.—In- 
cludes replacement of 3,000-kilovolt-ampere transformer bank serving Lewis 
County PUD with 6,000-kilovolt-ampere bank at Morton substation. Also in- 
cludes a similar substitution of transformers for the Benton-Lincoln Electric 
Cooperative at the Monmouth substation. 

ERugene-Reedsport area, Mapleton and Bugene substations, $164,000.—Work 
includes installation of additional 6,000-kilovolt-ampere trasformer at Maple- 
ton substation for Central Lincoln PUD, Also included is the substitution of 
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84.5-kilovolt terminal for present 12.5-kilovolt terminal for Blachly-Lane (o.- 
operative, and substitution of 6,000-kilovolt-amperes, 110/34.5-kilovolt trans. 
former for present 4,500-kilovolt-amperes, 12.5/34.5-kilovolt inadequate trans- 
former. 

Detroit substation, $47,000.—Installation of permanent step-up transformer 
bank to serve Benton-Lincoln Electric Cooperative from the dam powerhouse 
directly. Replaces portable substation now serving. 

Other transmission facilities, southwest Oregon area, $164,000.—Includes sub- 
stitution of 6,000-kilovolt-ampere transformer bank for 3,000-kilovolt-ampere 
bank at Drain substation serving Douglas Electric Cooperative. Also ineluded 
is installation of additional 3,000-kilovolt-ampere transformer bank for Benton 
Lincoln Electric Cooperative at Wren substation. 

Middle Fork Willamette River projects, $494,000.—Inecludes construction of 
new 6,000-kilovolt-ampere substation for Lane County Electric Cooperative at 
Oakridge. 

North Santiam Valley, $183 ,000.—For 20,000 kilovolt-amperes of tr€nsformation 
at substation in vicinity of Lyons, Oreg., from: which Benton-Lincoln Electri 
Cooperative will take service. 

Spokane-Colville-Spirit, $52,000.—Includes substitution of 6,000-kilovolt-am 
pere transformer bank at Deer Park substation for present 3,000-Kilovolt-ampere 
bank to serve Inland Empire REA, and construction of additional 13.8-kilovolt 
terminal position for Pend Oreille Electric Cooperative. Also included is addi 
tional work on 6-mile, 115-kilovolt tap line and 6,000-kilovolt-ampere substation 
at Four Lakes to serve Inland Empire REA. 

Idaho Panhandle area, $586,000.—Ineludes installation of 6,000 kilovolt-am- 
peres of transformation at Newport substation in addition to two 12.5-kilovolt 
feeder positions to provide direct service to the Pend Oreille County PUD and 
the Pend Oreille Electric Cooperative, both of which are presently served from 
WWP facilities by exchange agreement. 

Columbia-Ellensburg area, Ellensburg substation, $138,000.—Installation of 
15,000 kilovolt-amperes of transformation at Ellensburg substation from which 
Kittitas County PUD will get service. 

Okanogan-Ferry County, $1,004,000.—Includes Colville-Republic 115-kilovolt 
line to replace Tonasket to Republic overloaded 33-kilovolt line. Also a 6,000 
kilovolt-ampere substation at Republic for improved service to Stevens County 
Cooperative, the Okanogan County PUD, and the Ferry County PUD. 

Richland-Kennewick area, $144,000.— Includes additional 6,000 kilovolt-amperes 
of transformation in Kennewick substation to serve Benton County PUD. 

The Datles-Goldendale, $41,000.—For installation of second 6,000-kilovolt 
ampere transformer bank to serve Wasco Electric Cooperative and Northern 
Wasco PUD. 

Columbia Basin service, $231,000—Includes installation of 3,000-kilovolt-am 
pere substation at Coulee City to replace WWP facilities serving Grant County 
PUD. Present exchange agreement will continue. 

Warden substation, $140,000.—For 4-mile 110-kilovolt tap line and 6,000-kilo 
volt-ampere substation to serve Grant County PUD and Big Bend Electric Coop- 
erative. 

Orondo substation, $66,000.—For 6,000-kilovolt-ampere substation with one 
34.5-kilovolt feeder position for Douglas County PUD. Service by transfer from 
WwPp. 

Other transmission facilities in central Washington-Oregon, $385,000.—In- 
cludes work programed but not contemplated during fiscal 1952, such as 1,000- 
kilovolt-ampere substation at White Swan, Wash., which will enable cooperative 
to rephase single-phase lines carrying irrigation loads. Cooperative now imposes 
10-horsepower limit on irrigation pumping. Also includes doubling of Bingen 
substation capacity to 6,000 kilovolt-ampere for Klickitat County PUD. Also 
included are plans to increase capacity of Grandview substation to 12,000 kilo 
volt-amperes for use of Benton REA. 

The Dalles Dam service, $180,000—For 3 miles of 115-kilovolt transmission 
line and a 6,000-kilovolt-ampere substation to furnish construction power at the 
damsite. The Klickitat County PUD will also take service from the facility. 

Quincy substation, $58,000.—For 12,000-kilovolt-ampere substation from which 
Grant County PUD will take service. 

Franklin County, $286,000.—For 15 miles of 115-kilovolt line from Benton 
switching station to Scooteney Reservoir and 6,000-kilovolt-ampere substation 
at Seooteney. Loads of Big Bend Electric Cooperative and Franklin County 
PUD will be served. Also included are a 6,000-kilovolt-ampere substation at 
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Ringold on the same line to serve the Franklin County PUD and the installation 
of a third 6,000-kiloyolt-ampere transformer bank at the Franklin substation. 
Rocky Ford-Soap Lake, $55,000.—Includes installation of third. 6,000-kilovolt- 
ampere transformer bank at Ephrata substation for service to Grant County PUD. 
Voses Lake substation additions, $45,000.—Addition of 12,000 kilovolt-amperes 
of capacity at Moses Lake substation for Grant County PUD. 

Other transmission facilities in western Montana.—To provide a point of 
delivery to the Flathead Electric Cooperative from the Hungry Horse powerhouse 
when the present temporary 6,000-kilovolt-ampere substation furnishing corstruc- 
tion power to the dam site is moved. 


BUREAU OF RECLAMATION 


The Bureau of Reclamation has requested $194,720,000 during the fiscal year 
1952. This compares with $208,052,725 appropriated for this agency in fiscal 1952. 
The House of Representatives has cut this request by $41,364,600 to a figure 
of $153,355,400. <A part of this cut was attributed by the House Appropriations 
Committee to their understanding that there would be a total of $51,660,813 left 
over, unobligated, from 1952 funds. We now understand that the total of these 
funds will be approximately $44,000,000, $7,660,813 less than the House Appro- 
priations Committee estimated. We urge that, at least, the cut of this $7,660,813, 
which will be found already spent when it is needed, be restored. If it is not 
restored, we can only hope that the shortage will not delay one or more of the 
projects So vital to our rural electric systems, 
The House specitically eliminated three projects in the Missouri Basin program 
which are vital to our program : 
1. Yellowtail-Billings transmission line (115 kilevolts and substa- 
tions). ...< ecemhitak. a tant pease ogel pie Se i CED 
2». Sioux City-Omaha, 230-kilovelt line and related substations_.___.__. 1, 476, 000 
3. Minnesota loop (Jamestown-Fargo-Fergus Falls-Benson-Granite 
Falls-Mankato-Blue Earth-Jackson-Fort Randall, 230-kilovolt line 


and substations ) “a ee ; °» 913, 600 


a -_—— ~ hig & 


I have previously submitted to you testimony on the importance of the Min- 
nesota loop to the rural electric systems in that area and will not repeat it 
at this time. Nor wil I attempt to describe the specific damage that will be 
done if funds are not appropriated for the other two projects, since some of 
cur people here from the area affected can do that far better than I, but I did wish 
to note the House deletions which do adversely affect us before listing by States 
or by river basin (in the case of the Missouri Basin projects) those reclamation 
programs which are needed by the rural electric systems we represent. We 
have also listed the separate rural electric systems that will be affected by the 
projects in each State, as well as those systems affected by projects comprising 
the Missouri River Basin program. The Bureau of Reclamation facilities listed 
will affect the power supply of cooperatives and public power districts in one or 
more of the following four ways: 

1. By increasing the effective transmission capacity of private utility systems 
now serving cooperatives through the introduction of additional power into 
these systems at points closer to cooperative substations. 

2. By increasing the total effective generating capacity of private utilities 
now serving cooperatives with power purchased from the Bureau. 

3. By extending the Bureau’s transmission system to provide additional points 
of direct service to rural systems. 

t. By extending the Bureau’s transmission system to make facilities available 
for additional wheeling arrangements to serve cooperatives and public power 
districts with Bureau power over privately owned systems. 
tlaska 


1. Continuation of work on Eklutna power plant and transmission lines. 
Cooperatives affected: Chugach Electric Association, Anchorage, Alaska: 
Matanuska Electric Association, Palmer, Alaska. 


trizona 


1. Continuation of work on Davis-Mesa Coolidge 230 kilovolt transmission 


line and start of new addition to Prescott and Coolidge substations. 


2. Continuation of work on second Parker-Phoenix 161 kilovolt transmission 
line and start on Buckeye substation. 


98400—52———-89 
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8. Continuation of work on second Phoenix-Tucson-Coolidge 115 kilovolt line. 
and start of new addition to Tucson, Maricopa, and New Oracle substations. 

Cooperatives in Arizona do not receive direct service from the Bureau, bu: 
these facilities will be used to serve the Arizona Power Authority from whic! 
cooperatives may purchase at wholesale. 


California 
1. Continuation of work on Folsom and Nimbus power plant and transmission 
facilities. 
2. Tie line between Bonneville system and Central Valley project. 
3. Tracy-Contra Costa-Clayton-lIgnacio 69-kilovolt transmission line. 
Cooperative affected: Surprise Valley Electric Corp., Alturas, Calif. 


Colorado : 
1. Continuation of work on Green Mountain-Oak Creek 115-kilovolt transmis 
sion line. 
2. Continuation of work on Brush-Yuma-Wray 115-kilovolt transmission lin 
3. Continuation of work on Kremmling Top-Gore Junction-Muddy Pass 69-kilo 
volt transmission line. 
4. Continuation of work on Sterling-Holyoke 69-kilovolt transmission line. 
5. Continuation of work on Fiatiron-Greely-Brush-Sterling 115-kilovolt trans 
mission line. 
6. Continuation of work on Salida-Gunnison 115-kilovolt transmission line. 
7. Continuation of work on Flatiron-Leyner-Brighton-Brush 115-kilovolt trans 
mission line. 
8. Continuation of work on Polehill and Flatiron power plants. 
Cooperatives affected : 
Morgan County Rural Electrie Association, Fort Morgan, Colo. 
Intermountain Rural Electric Association, Littleton, Colo. 
Union Rural Electric Association, Brighton, Colo. 
High Line Electrie Association, Holyoke, Colo. 
Poudre Valley Rural Electric Association, Fort Collins, Colo. 
Y¥-W Electric Association, Akron, Colo. 
Gunnison County Electric Association, Crested Butte, Colo. 
Sangre De Cristo Electric Association, Salida, Colo, 
Delta-Montrose Rural Power Lines Association, Delta, Colo. 
Southwest Electric Membership Corp., Palisade, Nebr. 
Midwest Electric Membership Corp., Grant, Nebr. 


Idaho 


1. Continuation of construction of Palisades power plant. 
Cooperatives affected : 
Fall River Rural Electric Cooperative, Ashton, Idaho 
Lost River Electric Cooperative, Mackay, Idaho 
Salmon River Electric Cooperative, Challis, Idaho 
Lower Valley Power & Light, Inc., Freedom, Wyo. 
Jackson Hole Electric Association, Jackson Hole, Wyo. 
Sublette Electric Association 
Missouri River Basin area 
1. Start of work on Jamestown-Fergus Falls-Benson-Granite Falls-Mankato 
Blue Earth-Jackson-Fort Randall 230-kilovolt transmission line, for which both 
the electric co-ops and the interested power companies in Minnesota have testified 
favorably. 
2. Start of work on Glendo-Lush 34.5-kilovolt line. 
3. Start of work on Oahe-Midland 115-kilovolt transmission line. 
. Start of work on Seminoe-Westvaco 115-kilovolt transmission line. 
. Start of work on Sioux City-Omaha 230-kilovolt transmission line. 
3. Continuation of work on Gering-Chadron 115-kilovolt transmission line 
. Continuation of work on East River, South Dakota loop. 
. Continuation of work on Rapid City-Midland 115-kilovolt transmission line 
9. Continuation of work on Fort Randall-Garrison 230-kilovolt tie line. 
10. Continuation of work on Fort Randall-Sioux City 230-kilovolt transmissio! 
line. 
11. Continuation of work on Fort Randall-Winner 115-kilovolt transmission 
line. 
12. Continuation of work on Bismarek-DeVaul 69-kilovolt transmission line 
13. New work on Yellowstone-Billings 115-kilovolt transmission line. 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1409 


14. Continuation of work on miscellaneous REA toplines and substations. 
Cooperatives affected : 
Bridger Valley Electric Association, Mountain View, Wyo. 
Panhandle Rural Electric Association, Alliance, Nebr. 
Niobrara Electric Membership Association, Hay Springs, Nebr. 
Yellowstone Valley Electric Cooperative, Huntley, Mont. 
Beartooth Electric Cooperative, Red Lodge, Mont. 
Big Horn County Electric Cooperative, Lodge Grass, Mont. 
Tongue River Electric Cooperative, Terry, Mont., 
Big Horn Rural Electric Co., Basin, Wyo. 
Garland Light & Power Co., Powell, Wyo. 
Central Power Electric Cooperative, Inc., Carrington, N. Dak, 
North Central Electric Cooperative, Inc., Bottineau, N. Dak. 
Baker Electric Cooperative, Inc., Cando, N. Dak. 
Tri County Electric Cooperative, Inc., Carrington, N. Dak. 
James Valley Electric Cooperative, Inc., Edgeley, N. Dak. 
RSR Electric Cooperative, Inc., Milnor, N. Dak. 
Verendrye Electric Cooperative, Inc., Velva, N. Dak. 
Capital Electric Cooperative, Inc., Bismarck, N. Dak. 
McLean Blectriec Cooperative, Inc., Garrison, N. Dak. 
Kast River Electric Power Cooperative, Sioux Falls, 8S. Dak. 
Clay Union Electric Corporation, Vermillion, 8S. Dak. 
Union County Electric Cooperative, Elk Point, S. Dak. 
Lineoln-Union Electric Co., Alcester, S. Dak. 
Sioux Valley Empire Electric Association, Colman, 8. Dak. 
Whetstone Valley Electric Coopcrative, Milbank, S. Dak. 
H-D Electric Cooperative, Clear Lake, S. Dak. 
Codington-Clark Electric Association, Watertown, S. Dak. 
Turner-Hutchinson Electric, Inc., Marion, 8S. Dak. 
Lake Region Electric Association, Webster, S. Dak. 
Northern Electric Cooperative, Aberdeen, S. Dak. 
Intercounty Electric Association, Mitchell, S. Dak. 
l'ri-County Electric Association, Plankenton, S. Dak. 
;o0n Homme-Yankton Electric Association, Tabor, S. Dak. 
McCook Electric Association, Salem, S. Dak. 
Ree Electric Association, Miller, S. Dak. 
Kingsbury Electric Cooperative, DeSmet, S. Dak. 
Charles Mix Electric Cooperative, Lakes Andes, S. Dak. 
Beadle Electric Association, Huron, 8. Dak. 
Spink Electric Association, Redfield, S. Dak. 
Doug'as Electric Association, Armour, S. Dak. 
Traverse Electric Cooperative, Wheaton, Minn. 
Minnkota Power Cooperative, Grand Forks, N, Dak, 
Cass County Electric Cooperative, Kindred, N. Dak. 
Nodak Rural Electric Cooperative, Grand Forks, N. Dak. 
Sheyenne Valley Electric Cooperative, Finley, N. Dak. 
Cavalier Rural Electric Cooperative, Langdon, N. Dak. 
Red River Valley Cooperative, Halstad, Minn. 
Red Lake Electric Cooperative, Red Lake Falls, Minn. 
Wild Rice Electric Cooperative, Mahonomen, Minn. 
PKM Electric Cooperative, Warren, Minn. 
Beltrami Electric Cooperative, Bemidji, Minn. 
Clearwater-Polk Electric Cooperative, Bagley, Minn. 
Runestone Electric Association, Alexandria, Minn. 
Rural Cooperative Power Association, Maple Lake, Minn. 
Kast Central Electric Association, Braham, Minn. 
Anoka County Cooperative Light and Power Association, Anoka, Minn. 
Kandeyohi Cooperative Electric Power Association, Willmar, Minn. 
Wright-Hennepin Cooperative Electric Association, Maple Lake, Minn. 
Mille Laes Region Cooperative Power & Light Association, Aitkin, Minn. 
North Pine-Electric Cooperative, Fenlayson, Minn. 
Southwestern Minnesota Cooperative Electric, Pipestone, Minn. 
Nobles Cooperative Electric, Worthington, Minn. 
\gra-Lite Cooperative, Benson, Minn. 
Minnesota Valley Cooperative Light & Power Association, Montevideo, Minn. 
Renville-Sebley Cooperative Power Association, Danube, Minn. 
Central Minnesota Cooperative Power Association, Clements, Minn. 
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Federated Rural Electric Association, Jackson, Minn. 

Cornbelt Power Cooperative, Humboldt, Iowa. 

Boone Valley Electric Cooperative, Renwick, Iowa. 

Buena Vista County Rural Electric Cooperative, Storm Lake, Iowa. 
Franklin Rural Electric Cooperative, Hampton, Iowa. 

Grundy County Rural Electric Cooperative, Grundy Center, Iowa. 
Butler County Rural Electric Cooperative, Allison, Iowa. 

Calhoun County Electric Cooperative Association, Rockwell City, Iowa. 
Wright County Rural Electric Cooperative, Clarion, Iowa. 
Pocahontas County Rural Electric Cooperative, Pocahontas, Iowa. 
Hancock County Rural Electric Cooperative, Garner, Iowa. 

Hardin Cownty Rural Electric Cooperative, Iowa Falls, Iowa. 

D. E. K. Rural Electric Cooperative, Esterville, Iowa. 

Sac County Rural Electric Cooperative, Sac City, Iowa. 

Sioux Electric Cooperative, Orange City, Iowa. 

Plymouth Electric Cooperative, Le Mars, Iowa. 

Moona County Rural Electric Cooperative, Onawa, Iowa. 

Lyon Rural Electric Cooperative, Rock Rapids, Iowa. 

O’Brien County Rural Electric Cooperative, Primghar, Iowa. 
Woodbury County Rural Electric Cooperative, Moville, Iowa. 
Cherokee County Rural Electric Cooperative, Cherokee, Iowa. 
Osceola Electric Cooperative, Sibley, Iowa. 

Ida County Rural Electric Cooperative, Ida Grove, Iowa. 

South Crawford Rural Electric Cooperative, Denison, Iowa. 
Humboldt County Rural Electric Cooperative, Humboldt, Iowa. 


Montana 


1. Continuation of work on Canyon Ferry power plant. 


2. Continuation of work on Hungry Horse power plant. 
C 


ooperatives affected: 


Sun River Electric Cooperative, Fairfield, Mont. 
Fergus Electric Cooperative, Lewiston, Mont. 
Glacier County Electric Cooperative, Cut Bank, Mont. 
Marias River Electric Cooperative, Shelby, Mont. 
Hill County Electric Cooperative, Havre, Mont. 
Most of these Montana cooperatives have 5-year contracts with Montana 
Power Co. 


New Mexico 


1. Continuation of work on Willard line and substation. 
Cooperatives affected : 


Socorro Electrie Cooperative, Socorro, N. Mex. 

Central New Mexico Cooperative, Corona, N. Mex. 
Continental Divide Electric Cooperative, Grants, N. Mex. 
Wvoming 


1. Continuation of work on Alcova power plant. 
Cooperatives affected : 


Washakie Rural Electric Co., Worland, Wyo. 
Hot Springs County Rural Blectric Association, Thermopolis, Wyo. 
Sheridan Johnson Rural Electric Association, Sheridan, Wyo. 


CONCLUSIONS 


In closing I would like to emphasize four points: 

1. The rural electric systems, for the most part, are located in the more thinly 
settled rural areas, the commercial power companies having served the more 
densely settled rural areas. Most of the nearly 1 million farms yet to be served 
in our system areas are in the extremely thinly settled sections. REA is denying 
some of our applications or our systems are not submitting them to serve these 
areas for lack of feasibility. Wholesale power costs are a major factor in deter 
mining that feasibility. Therefore the question of whether many unserved farms 
will be served depends upon approval of many of the power facilities here 
requested by the farmers’ electric systems. 

2. All the facilities we are requesting will be paid for by the farmers and 
others who use them. 
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4. All these facilities will assist the farmers in meeting production goals for 
our country’s strength and defense. 

4. We are in full sympathy with Congress wishes to avoid all unnecessary 
expenditures and have not asked for restoration of any cuts in appropriations 
for the Interior agencies which would have anything less than a critical and 
immediate effect upon our program, 

Mr. Exxis. I think I am the last witness from the rural electric coop- 
atives countrywide, and I want to first express to your our very deep 
appreciation for your patience and for hearing us through. 

I am sorry that none of the other members of the committee has 
been able to be here while the rural electrics are on. 

Senator Hayven. They are fully occupied. They are conducting a 
hearing on the civil functions bill, which is flood control. There are 
a number of members in that. 

Mr. Exuis. Yes. We are interested in that, too. 

Senator Haypen. The Committee on Armed Services has this ques- 
tion of European relief that they are taking up. Senator Ellender 
is a member of the committee conducting hearings on the agricultural 
bill. 

It is not that they do not want to be here, but they just cannot be in 
two places at one time. 

Mr. Exits. I appreciate that. But I want to say I hope you can 
persuade them to read our statements here, because this matter before 
you today as well as prior days is a mighty serious matter with us. 


EXPANSION OF POWER PROGRAM 


I know that Senator Hayden will recall that the rural electrics have 
advocated expansion of the power program in the country for these 
several years, public and private. We have been told that that, too, 
was fantastic—that is, the expansion which we advocated. 

But yet, in many maxty of the country, we are poverty-stricken for 
lack of power, right today. Sixteen percent of our systems, by our 
own survey, by their own statements, are without adequate power to- 
day throughout the country, and 23 percent do not have adequate 
power in sight. 

I will read you one paragraph from a resolution passed by nearly 
4,000 representatives of the rural electric systems at their national 
annual meeting in Chicago a few weeks ago: 

Be it further resolved, That the Congress of the United States be petitioned to 
provide funds and loan authorizations for the construction of transmission lines 
to distribute the electric power so generated to cooperatives, power districts, and 
municipal consumers, at their load centers and to integrate various power 
projects. 

My statement here, Senator Hayden, covers the requests that we are 
interested in throughout the country, except for the Minnesota line 
on which I appe ared a few di: ays ago. 

I think it is interesting that an effort is being made to kill these 
transmission lines wherever they are proposed to serve rural electric 
systems throughout the country. There seems to be a pattern of 
opposition, 

The House of Representatives killed every single transmission line 
in the Interior bill this year, every new one, to serve rural electric 
systems. 
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We are not asking that all of them be put back. I think we would 
ask that if we thought there were a good chance of getting them, but 
we are not asking for all of them. 

However, we are asking for some very important ones. 


PREFERENCE CLAUSE 


A lot has been said about this so-called preference clause. The 
power companies are on record against it, and others are. It is un- 
fortunate that the word “preferences” had to be used, I think, in the 
law in order to obtain the desired result. We look at it as an equalit; 
clause. Without it we would get nothing. With it we get only 3.4 
percent of the Federal power produced as of 1950, which is the Iatest 
figure. 

The rural electric systems get only 3.4 percent. 

I did not make a statement yesterday, while I was before you with 
a group from the Southeast. ‘The National Rural Electric Coopera 
tive Association is supporting all of the lines in the Southeast for 
which requests were made yesterday for restoration. That is not 
all that were killed by the House, but that does include the North 
Carolina lines. It does include the South Carolina, Georgia, and a 
small amount in Florida and Alabama. 


SITUATION IN SOUTHWEST-——SPA 


We have tried to live with this situation in the Southwest. We 
think we could live with it yet. This is my home country, as the 


Senator knows. 


MISCELLANEOUS CONSTRUCTION FUND 


But we cannot live with it; we cannot live with these power com 
pany wheeling contracts w hich our people are supporting, if the power 
companies are going to keep coming back up here every year, after 
they get all they can under the contract, and try to cut our throats on 
the rest of the program—and even on that part which is under the 
contracts. 

Now, let me show you. This SPA miscellaneous fund that the 
power companies are objecting to here is necessary for us to make 
the contracts work, the company contracts. Why? Because the very 
power-company officials who are sitting around this table insisted 
upon and got provisions in those contracts to the effect that they would 
not have to serve one of our co- ops if they chose not ce 

Now, who would we be served by, then, if they elected not to serve 
one of us preference customers of the Government with wholesale 
power either in the areas where they serve or outside? Only if SPA 
Administrator Doug Wright has this miscellaneous construction fund 
can that be done. He has already used this fund to connect some of 
our people when the companies could not or would not do it. 

Where is Milton Potts? He was with the group here awhile ago. 
He is one our co-op managers from Texas. 

President Wilkes, of Southwest Gas & Electric Co., and chairman 
of the 12-company group, referred to him this morning. Mr, Potts is 
today buying power from SPA through the Texas Power & Light 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1413 


Co. system and through a short line which Doug Wright, the SPA 
administrator, built out of the miscellaneous-construction fund because 
the Texas Co. elected not to build that segment. 

That is essential use for which the small fund is necessary. It is 
necessary to make the contract work. But the power companies 
indicated here this morning that their position would be changed to 
their detriment if Congress made this appropriation for the “fund, 
as already approved by the House. 

The farmers co-ops would be the ones whose situation would be 
changed to their detriment if Congress does not keep that Miscel- 
laneous Construction Fund which was in existence and in this budget 
request at the time these contracts were signed by SPA and 12 com- 
panies, and by SPA and the Texas and Oklahoma companies. 


LAWSUITS ON POWER CONTRACTS 


Just a word about these power company lawsuits, Senator. About 

a year and a half now the suit has been pending down here in the 
District of Columbia Federal Court. When the suit was filed, great 
publicity went out all over the Southwest. The papers were full of 
t, for the complaint, signed by 10 power companies, charged con- 
spiracy on the part of the Secretary of the Interior, the Secretary of 
Agriculture, Doug Wright of SPA and Claude R. Wickard, the REA 
Administrator. 

I understand, by the way, that, at least so far as the trial on the 
contracts is concerned, the court has kicked out the conspiracy charge; 
that it is no longer alive in the suit. 

The companies asked for an injunction when they filed the suit, 
but two things, as I understand it, were necessary for them to get an 
injunction to stop our construction of the generation and transmission 
cO-Ops. 

First they would have had to swear to it. The would not do it. 
They would not swear to some of the statements they made in that 
complaint. And they won’t do it, in my opinion. They would not 
do it today if that were all it took to get the injunction. 

It is the same with the bond. The bond was all else they needed to 
get the injunction. They could have brought the suit to trial a long 
time ago, 

The power companies have tried this issue before your committee 
iwice, this issue of the farmers’ transmission and generation coopera- 
tives and their integration with SPA. They even asked for a joint 
hearing between your committee and the agriculture subcommittee of 
the Senate Appropr iations Committee.2 years ago, and there the issue 
was tried again. They were not satisfied. 

No; you “did not stop us from proceeding with the arrangement. 

You did not kill this arrangement. You let: us go ahead. So the 
power companies went over your heads. ‘They went to the courts then. 
They could have gone to the courts in the first place, but they did not. 
They hoped you would kill us, but you did not. 

There is a pretty strong statement which I want to make here, Sena- 
tor, but I believe it is true. 

[ think this whole power company opposition is a scheme to trick 
the Congress into defeating this co-op generation-integration plan. 
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Let me show you. They file a lawsuit and leave it drag along here many 
months, and then they persuade the Congress, if “they can, to not 
make this appropriation necessary to carry out the agreement between 
SPA and the cooperatives. They do that so that they can go to the 
court and say, “The Congress has backed up. Even though these con- 
tracts are ready to be put into effect, some of the lines are built, Con- 
gress refused to go ahead with the appropriation.” 

I will bet you my hat, Senator, they would do it. I challenge them 
right here in this room to deny now that they would not do it. 

They are sitting here now. Here is Frank Wilkes, president of 
Southwest Gas & Electric Co. and chairman of the executive group of 
the 12 companies in Arkansas, Louisiana, Missouri, and part of Texas. 
I ch: illenge them to say that they would not say that to the courts. 

Mr. Wixes. I want to say something after he is done, Mr. Chair 
man. 

Senator Haypen. Very well. 

Mr. Exxis. Of course, they would. They would have done it before 
I said it, I am sure, and I am sure would do it still. 

Mr. Witkes. Why don’t you tell them about the Arkansas case ? 

Mr. Exxis. I will tell about the Arkansas case. 

Mr. Witkes. We got an injunction there; did we not ? 

Mr. Exiis. Yes. By the way, Senator, this morning they asked 
that a copy of the injunction of fhe Arkansas court, which is on appeal! 
to the State supreme court, be placed in the record. They did not ask 
that the decision and majority opinion of the Arkansas State Public 
Service Commission reviewing all the facts about how the power com- 
panies had not done the job for the State of Arkansas, for instance, 
be placed in the record, the decision granting three electric co-ops a 
certificate to build their own generating plant and integrate it with 
SPA. 

Mr. Witkes. I beg your pardon. That is in the record. 

Mr. Exxits. Did you put it in this morning? 

Mr. Wikers. Yes, sir: I put it in this morning, the whole thing. 

Mr. Exuis. The Arkansas State Commission decision ? 

Mr. Wiikes. Yes, sir. 

Mr. Exuis. You did not mention it orally. 

Mr. Wires. No; but I filed it with the committee. I asked the 
Senator to read it over because I liked to hear you say what you just 
said about this other case. 

Mr. Exuis. All right. I think the impression is in the State, Sena- 
tor—lI believe this is true—that throughout the State—that the power 
companies will lose in their appeal to the supreme court. 

Now, I am not permitted—not at liberty to say anything about the 
trial of the case, where they select the judge before whom they file it 
and that sort of thing. I just cannot comment on that, but it is our 
opinion that they w ill lose the case before the State supreme court. 

Mr. Wilkes told you this morning—and I think this is an indication 
of how the people feel in Arkansas—that the Governor down there, 
Governor McMath, Sid MeMath, is running for reelection on the 
utility issue. I did not tell you that. Frank W ilkes, president of the 
Southwestern Gas & Electric Co., told you that. 

John Gunther, in his book, Inside U. S. A., says, as I recall, that 
Arkansas is the most completely dominated State, by the private 
power companies, in the United States. You are looking at a good 
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deal of that domination sitting right here, Senator Hayden. It is true; 
| believe it is true. 

Sid McMath is one of the few governors we have ever had in my 
State of Arkansas, in which I still vote and am a citizen, who has ever 
had the nerve to stand up on the side of the people against the power 
monopoly of Arkansas, He is one of the two governors within my 
memory who has ever had that nerve. 

The power companies are going to kill him off for a third term if 
they can. Sid McMath is one of the ablest and one of the most hon- 
orable men, in my opinion, in America, in public life. The power 
companies have had a terrific campaign on down there to kill him off 
tor several years because of the stand he has taken for the people, for 
‘he rural electric systems. 


GOVERNMENT PURCHIASES FROM COOPERATIVE POWER SYSTEMS 


By the way, Senator, in answer to your question a while ago, if I 
properly understood it, this power, which would be purchased by 
SPA from both the Arkansas Electric Cooperative and the Missouri 
Electric Cooperatives, is still incidental to the over-all SPA operation 
and would still be used to firm up the power of SPA, so that SPA 
could sell more firm power and so that the Government could get more 
money out of the firm power it has to sell. The co-ops in turn would 
buy all of their requirements from SPA, firm power. They would 
buy much more than they would sell to SPA but on an interchange 
basis beneficial to both. 

It is still incidental. 

There is so much I would like to say here. I think the Senator has 
seen enough of these hearings over the past several years that he would 
not disagree with me. I think that our people in the Southwest regard 
Mr. Wilkes—and I am not saying this necessarily critically of him, 
because he has that right under our free government, and we hope it 
is always a free government—we regard him as enemy No. 1 of the 
rural electric systems, despite his statements to the contrary. 

I am talking about Mr. Wilkes, president of the Southwestern Gas 
& Electric Co. 

Therefore, I just think some of his statements have to be discounted. 


WHEELING CONTRACTS 


You heard him say, Senator, 2 years ago, that he would consider it 
a crime to sign one of these wheeling contracts similar to the Texas 
and the Oklahoma contracts. He said that before your committee. 

Mr. Witkes. That was because that contract was 25 percent more 
than the Federal Power Commission said the stuff was worth. That 
is why I said it was a crime, and [I still say so. 

Mr. Exsis. The statement was made here this morning that this 
power would be wheeled by the power companies over their lines 
under these wheeling contracts, and it would not cost the Government 
anickel. Now, there are two things wrong with that statement. This 
power would not be wheeled, that we are talking about here, over 
their lines, 

Senator Hayden, take the Oklahoma case; you are more familiar 
with that because it has been before the committee so many more 
times 
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Here is Larry Burrows, who testified, manager.of the Western Ele: 
tric Cooperative out in western Oklahoma, in an area unto itself. 
Those are our lines out there. That is our area. There are sone 
power company lines out in there, but they don’t pretend to serve the 
great, wide open spaces of western Oklahoma. 

The eastern part of the State, yes; they are pretty well blanketed. 

The same is true in Missouri. There are counties in Missouri, sey 
eral counties, in which there is not a single private power compan) 
line. 

How on earth can they wheel power into those areas for us? They 
can’t do it. 

The second thing that is wrong with that statement is that the Gov 
ernment would be paying the power companies a very substantia! 
amount of money in power for wheeling power to us. They would b: 
well paid for wheeling power. They would be given a lot of powe: 
and there would be a lot for them in the further exchange of power. 
It is wrong for them to say it wouldn’t cost the Government a nickel. 


BONNEVILLE POWER ADMINISTRATION 


Senator Hayden, I would like to say one word about Bonneville 
Power Administration. We are not asking for the restoration of the 
over-all cuts that have been made by the House. They are pretty 
serious and they do affect us. But we are surely hopeful there won't 
be any more, because these cuts that have been made are going to 
hurt us. 

I have a telegram received today from one of the Oregon coopera 


tives concerning a situation regarding a line that I would like to ask 
permission to file in connection with my statement, and I will move on. 
Senator Haypen. That may be done. It will be inserted into the 
record. 
(The telegram referred to follows :) 


BEND, OrREG., May 13, 1952. 
CryDE T. Evsts, 
Executive Manager, National Rural Electric Cooperative Association, 
Washington, D. C.: 


Request you present statement in our behalf before Senate Appropriations 
Committee concerning cooperatives plan to construct transmission facilities to 
Bonneville Power Administration substation at Redmond, Oreg. With the advent 
of construction by a new BPA substation at Redmond the co-op directors first 
explored the possibility of transfer over local utilities lines, but after consider 
ing all factors decided to make plans for direct service. Plans for direct servic 
were approved by REA and a lease purchase agreement was approved by the 
Bonneville Power Administration. The cooperative then offered the spare capac- 
ity in the new facilities to be constructed to the company for an interim period 
to reinforce their service to the Bend area until such time as the cooperatives 
own load require the full eanacity. This offer of service to the utilitiés would 
also serve to reduce the companies’ cost on the reconversion of their svstem 
A company representative met with the board of directors on May 2, 1952, and 
at that time discussed the company position. No action was taken by the board. 
Any arguments used by the company are not designed to provide long-range 
benefits to our consumers or to our service area. The cooperative is looking to 
the future to provide adequate, low-cost service for growing agricultural and 
forestry needs of the area. The board of directors charged with the responsibility 
of providing this service are firmly convinced that a direct connection with 
Bonneville substation at Redmond is the surest answer to carry out this responsi- 





INTERIOR DEPARTMENT APPROPRIATIONS, 1953 1417 


bility. Please refer to my letter of April 15 for additional information. Dubrow 
of BPA’s Washington office in position to relay ‘fill-in information regarding 
BPA lease purchase agreement. 
JOHN CBEARWATER, 
Manager, Midstate Electric Co-op, Lapine, Oreg. 


RESTORATION OF BUREAU OF RECLAMATION BUDGET 


Mr. Extis. I can read you a few lines from my statement on the 
Bureau of Reclamation. The Bureau requested, as you know, $194 
million, as compared with $208 million for this fiscal year. The House 
of Representatives cut $41 million out. A part of this cut was attrib- 
uted by the House of Representatives to their understanding that there 
would be $51 million left over, unobligated, from 1952 funds. 

We are now advised that that figure will not be $51 million, but 
$44 million, and, therefore, there will be $7 million less than the House 
at that time anticipated. 

Senator Haypen. We asked the Bureau of Reclamation to give us 
a very detailed statement with respect to that, and that is in the 
record, 

Mr. Exxis. We would like for that much to be restored in order that 
what the House intended would be true. 

Senator Haypen. There is the other question, too. Where it is 
specifically appropriated for one purpose, there is the question as to 
whether or not it can be transferred to some other use. You may have 
a carry-over on a particular project, where it is appropriated for that 
project and nothing else, and unless there is some change, that will not 
be available any other place. 

Mr. Exuis. Yes. I am not sure that this is what you refer to, but 
while we are not asking the restoration of this huge cut, $41 million 
which the House made, but we are asking that language be taken out 
which would specifically exclude some lines to serve us so that these 
lines may share in the over-all appropriation. 


MAIN-STEM TRANSMISSION LINES 


What are those? The Yellowtail-Billings transmission line. That 
isa 115 kilovolt line in Montana. That is very important to all of our 
program in the southern part of the State, and we would like that 
language to be taken out which excludes money to be used for it. 

We would also like language to be taken out which would exclude the 
Sioux City-Omaha line, “which is important to our program in lowa 
and Nebraska, and we would like the language be taken out which 
would exclude the Minnesota line on which we testified last week. 

Senator Haypen. Was that disallowed in the House report ? 

Mr. Euuis. Yes, sir. 

In conclusion, Mr. Chairman, I would like to remind you once more 
that all of these facilities, including this full SPA continuing fund, 
which we are asking be restored, will be paid for by the people who 
are served. 

The taxpayers are not out anything on these facilities. These facili- 
ties—all of them—will assist the farmers in their production job. We 
are in full sympathy with the desire of the Congress to eliminate all 
possible expenditures, and I believe the chairman will agree that we 
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have been fair in that respect. We have tried not to ask for anything 
that we did not just have to have, but we do have to have this rela- 
tively negligible amount for SPA and the lines I have mentioned. 

We need these items in order to carry on this very great program 
which the Congress has many times approved. 

Senator Haypren. Mr. Wilkes, you indicated you wanted to say 
something. 

Mr. Wiikes. No, sir; I have nothing more to say now. 

Senator Haypen. Let me indicate this: I have asked the clerk of 
the committee about some documents. You have here a document in 
the circuit court of Pulaski County, second division, and then the 
statement included. 

Mr. Wiikes. Yes, sir. I have with that a statement made by the 
chairman of the commission, in which he takes to task the other two 
members of the commission. 

Senator Haypen. I think that, for the record, we will have to ask 
you to get what the other two stated, the majority of the commission / 

Mr. Wiixes. I will send you that. 

That is true, but that one gives you the whole statement of what 
the other two members said. But the court overruled the commission. 

Senator Haypex. But I think that to get the complete record, it 
should all be inserted. 

(The following information was subsequently furnished. ) 


(For circuit court decision, see p. 1326.) 
ARKANSAS PusLic SERVICE COMMISSION 


Docket No. U-511 


‘ 


Present: Scott Wood, Chairman, John R. Thompson, C. Howard Gladden, 
commissioners, at a session of the public service commission held in its offices, 
State Capitol, Little Rock, Ark., on the 10th day of August 1951. 

Re: Application of Arkansas Electric Cooperative Corp. for a certificate of 
convenience an‘l necessity to construct, maintain, and operate a 30,000-kilowatt 
steam electric generation station near Ozark, Ark., and for a certificate of con- 
venience and necessity to construct and operate, through lease, 544 miles of 
69-kilovolt transmission line with appropriate substation facilities. 


FINDINGS, OPINION, AND ORDER 


Nature of proceeding and the parties 

On January 30, 1951, Arkansas Electric Cooperative Corp. (hereinafter re- 
ferred to as “Arkansas Electric” or “petitioner”’) filed application with this 
commission for a certificate of convenience and necessity to construct, maintain, 
and operate a 30,000-kilowatt steam-electric generating station near Ozark, 
Ark., and for a certificate of convenience and necessity to construct and operate, 
through lease, 544 miles of 69-kilovolt transmission line with appropriate sub- 
station facilities. 

Arkansas Electric is an Arkansas corporation organized under Act 342 of the 
acts of the Arkansas General Assembly of 1987 (Ark. Stats., see. 77-1101-77- 
1136). Arkansas Electric is a federated cooperative whose board of directors 
consists of three representatives from the Arkansas Valley Electric Cooperative 
Corp. of Ozark, Ark., three representatives from Carroll Electric Cooperative 
Corp. of Berryville, Ark., and three representatives from the Ozarks Rural Elec- 
tric Cooperative Corp. of Fayetteville, Ark. 

These three distribution cooperatives were organized under Act 342 of 1937 
and are now providing electric service in western and northwestern Arkansas 
under authority of certificates of convenience and necessity granted by this 
commission. These three distribution cooperatives have entered into contracts 
with Arkansas Electric to purchase their power requirements from Arkansas 
Electric. 
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Arkansas Electric proposes to construct steam power plant 


Arkansas Electric proposes to construct, maintain, and operate a 30,000- 
kilowatt steam-electriec generating plant in the vicinity of Ozark, Ark. The 
plant will be located adjacent to the Arkansas River and the Missouri Pacific 
Railroad. The power plant is designed to burn coal, natural gas, or fuel 
oil. 


Arkansas Electric proposes to build and lease transmission facilities 


A step-up substation will be built in connection with the steam power plant 
whereby the voltage will be stepped up from power-plant generation of 13,000 
yolts to 154,000 volts. This step-up substation will permit the interconnection 
with the 154,000-volt transmission line emanating from hydro projects, and 
owned and operated by the Southwestern Power Administration (hereinafter re- 
ferred to as “SPA”), an agency of the Department of the Interior of the United 
States Government. 

Arkansas Electric also proposes to construct and operate through lease with 
SPA 544 miles of 69-kilovolt transmission line and 22 step-down substations to be 
integrated with the transmission system. These facilities will be used to 
deliver power at the load centers of the three distribution cooperatives. 
Arkansas Electric agreements with SPA 

Arkansas Electric entered into an agreement with SPA for the sale and 
exchange of electric power and energy (exhibit C) and an agreement for 
construction and lease of electric transmission facilities. Under these agree- 
ments SPA will purchase the entire output of the 30,000-kilowatt power plant 
on a minimum annual load factor of 85 percent. Under the sale and exchange 
agreement Arkansas Electric will in turn purchase back from SPA the power 
requirements necessary to meet its obligations to supply electric power and 
energy to the three distribution cooperatives. The purpose of the intercon- 
nection with the SPA hydro system eliminates the necessity of stand-by gener- 
ating facilities and insures continuity of service. 

Simultaneously with the execution of the agreement for the sale and exchange 
of electric power an agreement was executed between Arkansas Electric and SPA 
for the construction and lease of electric transmission facilities. These two 
agreements were interrelated as to purpose and operation, and in the event of 
termination of either agreement by SPA, Arkansas Electric has the option to 
terminate both agreements. Article 1, section 5 of the construction and lease 
agreement (exhibit D) provides: “The Government (SPA) shall at all times 
reserve sufficient capacity in the transmission system to fulfill its power contract 
with the cooperative, including any increase in contract demand which lias been 
made in the power contract, in accordance with the provisions thereof.” 
Present wholesale power contracts of the distribution cooperatives 

The three distribution cooperatives that are members of Arkansas Electric are 
at the present time purchasing their electric power and energy at wholesale from 
the Arkansas Power & Light Co. (hereinafter referred to as “A, P. & L.’’), the 
Oklahoma Gas & Electric Co, (hereinafter referred to as “O. G. & E.”), and the 
Southwestern Gas & Electric Co. (hereinafter referred to as “S. W. G. & E.”’) 
Notice to power companies 

The present power suppliers were all forwarded a copy of the petition of 
Arkansas Electric. Each of the present power suppliers and the Arkansas Mis 
souri Power Co., with headquarters at Blytheville, Ark., filed petitions to inter- 
vene which were granted by the commission. 

The International Brotherhood of E'ectric Workers also filed a petition to 
intervene prior to the hearing, which was granted. 

The United Mine Workers, just prior to the conclusion of the hearing, also 
filed a petition to intervene, which was granted. The latter two interveners also 
protested the granting of a certificate. 


THE COMMISSION HEARING 


An exhaustive hearing was held by this commission beginning on March 21 
and concluding on June 22, 1951. The testimony of the various witnesses for 
Arkansas Electric and the interveners cCousumed 3,352 pages in the transcript, 
and voluminous exhibits were also introduced. Exhaustive briefs were filed by 
all parties, and oral argument was held on August 6 and 7. The commission 
granted wide latitude to all parties in the introduction of exhibits and testimony 
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‘The three commissioners and the chiefs of the accounting and engineering de- 
partments of the commission were present during the entire proceeding. 


Interveners filed motion to dismiss 


During the proceeding before the commission the interveners filed a motion to 
dismiss, alleging that this commission may not legally and validly award the 
certificate requested. 

Briefs were filed by interveners and Arkansas Electric, and oral argument was 
held on August 6 on the motion to dismiss. 


Validity of agreements between Arkansas Electric and SPA 


The interveners allege that the agreements between Arkansas Electric and 
SPA are beyond the scope of authority of a corporation organized under Act 342 
of 1987. This contention is based upon the allegation that the Arkansas law con- 
templates that rural electric cooperatives are limited in providing service to those 
living in rural areas and not receiving central station service. The contention 
was made that it was not the intent of the Arkansas General Assembly in adopt 
ing the enabling legislation to permit the type of agreements that are before 
the commission in this proceeding. 

The commission is of the opinion that the basic intent of the General Assembly 
of Arkansas in adopting Act 342 of 1937 was to provide electric service to the 
many unserved farms within the State. This legislation in our opinion clearly 
contemplated that the method used in securing a power supply is incidental to 
the fundamental purpose of supplying electric power to the unserved farms of 
Arkansas. At the time this legislation was adopted, less than 3 percent of the 
farms in Arkansas had electric service. At the present time more than 85 per- 
cent of the farms have electric service. ‘This splendid record of accomplishment 
is a tribute to both the rural electric cooperatives and the intervening power com 
panies. We conclude that the general assembly did not intend to limit or re 
strict the method that would be employed in accomplishing the basic objective 
of bringing electric service to the farms of Arkansas. 

Interveners allege SPA is real party in interest 

The interveners allege that SPA is the real party in interest and that therefore 
this commisison may not validly grant a certificate to Arkansas Electrics. This 
allegation is based upon the contention of the interveners that the facilities pro 
posed to be built by Arkansas Electric are in fact being built for SPA and 
therefore SPA should request a certificate from this commission. 

The testimony in this case is clear and eonvincing that the three distribution 
cooperatives are serving in areas that have been allocated by this commission. 
The interveners admit that there has been no effort on the part of the three 
distribution cooperatives to invade territory of the intervening power companies 
or to secure present or prospective customers of the intervening power companies 
The record is also clear that the proposal of Arkansas Electric is basically to 
supply the power requirements of the three distribution cooperatives and the 
interchange contracts with SPA are a legitimate and proper method of accom 
plishing that objective. 

Whether or not SPA is now or may in the future become a public utility sub- 
ject to the jurisdiction and regulation of the commission in our opinion is not 
properly before the commission in this proceeding. The interveners have at 
tempted to enlarge the issue based upon their assertions of what they contend 
will be the ultimate effect of the granting of the certificate. 

This commission is now passing upon the petition of Arkansas Blectric and 
in our opinion this is the issue that is before the commission. Vinson v. Wash 
ington Gas Co. (321 U.S. 489, 88 1. ed. 883 (1944)). Interstate Commerce Com 
mission v. City of Jersey City (822 U. S. 508, 88 L. ed. 1420 (1944) ). 


Interveners allege that agreements between Arkansas Electric and SPA violate 
section 5 of the Flood Control Act of 1944 

Interveners allege that the agreements between Arkansas Electric and SPA 
are invalid bevause they violate section 5 of the Flood Control Act of 1944 as 
passed by the Congress of the United States. Interveners introduced voluminous 
testimony and many exhibits to support their contention that the agreements 
between Arkansas Electric and SPA were contrary to the Flood Control Act in 
that said agreements unlawfully permitted SPA to secure steam generation ani 
unlawfully permitted SPA to secure the use of transmission facilities pro- 
hibited by the Flood Control Act. 
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The policy of the Congress in adopting the Flood Control Act is largely a matter 
for determination by Congress itself. Congress has continuing authority to 
interpret the act both by legislation and the granting or withholding of appropri- 
ations to SPA in the event Congress is of the opinion that SPA is proceeding in 
a manner contrary to the intent of Congress. It is apparent that the intervening 
power companies also recognize this principle, as evidenced by the many appear- 
inces that representatives of the intervening power companies have made before 
various congressional committees since the adoption of the Flood Control Act. 
The committees of Congress and the courts provide a forum for the presentation 
by the power companies of any alleged violations of the Flood Control Act. 

This record is clear that agreements have been entered into between O. G. & E. 
and SPA and between 8S. W. G. & E. and SPA whereby these power companies, 
among other things, are interchanging steam-electric power for hydroelectric 
power. The vice president of O. G. & E. at page 1735 of the transcript stated : 

“In other words * * * hydro power can be used during the daytime to the 
extent that there is water available, and then at all other times that off-peak 
steam power comes into play and can be purchased * * * under the Okla- 
homa contract.” 

We do not agree with the contention of the interveners that this commission 
n this proceeding has authority to determine whether or not SPA is violating 
the Flood Control Act by the contracts entered into with Arkansas Electric. In 
the alternative, even if we assumed jurisdiction to determine the alleged viola- 
tions of the Flood Control Act, it is our opinion that the agreements before the 
commission are compatible with the Flood Control Act. 

After considering all grounds alleged in the motion to dismiss, we conclude 
that the motions should be and are hereby denied. 


CONVENIENCE AND NECESSITY 


This petition is presented pursuant to section 31 of Act 342 of the acts of 1937 
(Arkansas Stat. 1947 Annotated, sec. 77-1131) which provides: 

“Exemption from jurisdiction of public service commission—Certificate of 
convenience and necessity—Fee. All corporations organized under this act 
(77-1101-77-1136) shall be exempt in any and all respects from the jurisdiction 
and control of the Department of Public Utilities (Public Service Commission) 
of this State, except said corporations shall secure from the Department of 
Public Utilities (Publie Service Commission), before construction or operation is 
begun, a certificate of convenience and necessity for the construction or operation 
of any equipment or facilities for supplying electric service in rural areas.” 

From the above quotation it is apparent that the jurisdiction of this commission 
is limited to determination of whether a certificate of convenience and necessity 
shall or shall not be issued to Arkansas Electric. 

Convenience and necessity is not defined under Arkansas statutes, and the 
(\rkansas Supreme Court has consistently adhered to a policy that it is a question 

fact in each case. This commission should determine the benefits that will 
accrue from granting a certificate, in relation to the harm that will accrue from 
the granting of a certificate. This will require a determination of benefits to 
present and prospective users of a utility service, as well as the effect of the 
granting of a certificate to existing suppliers of a utility service. The result upon 
the people at large is also a matter for consideration by this commission. 
Department of Public Utilities vy. Arkansas Louisiana Gas Company (200 Ark. 
983, 142 SW 2d 218), North Little Rock Transportation Company v. City of North 
Little Rock (207 Ark. 976, 184 SW 2d 52) (50 Yale Law Journal 875). 


Financing the construction 


Arkansas Electric has secured a loan commitment from the Rural Electrifica- 
tion Administration in the amount of $10,558,000 to finance the construction of 
the facilities proposed in its petition. This is the same type of loan that REA 
has made to the three distribution cooperatives and other rural electric coopera- 
tives in Arkansas. The loan is to be amortized over a period of 35 years and 
hears interest at the rate of 2 percent per annum, 

Arkansas Electrie presented detailed exhibits showing construction costs below 
the amount of the loan. These exhibits also made provision for escalation of 
price increase and contingencies that normally occur in the building industry. 

The intervening power companies submitted exhibits showing higher construc- 
tion costs for the steam power plant than the costs shown in the exhibits of 
Arkansas Eleetrie, The record shows the power plants constructed or under 
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construction by the intervening power companies in this area to be substantia||; 
below the proposed construction costs for Arkansas Electric. The interveners 
did not challenge the proposed construction costs of the transmission facilities 

We are of the opinion that the forecasts of construction costs by Arkansas 
Electric are reasonable. 

Fuel supply 

Arkansas Electric proposes to build a steam power plant that is designed (0 
burn coal, natural gas, or fuel oil. The plant will be located in an area of vast 
coal reserves. 

The Arkansas Power & Light Co. is the only intervenor which has any major 
steam-generating facilities within the State of Arkansas. All of the major power 
plants of A. P. & L. are designed and operated to use natural gas as the primar) 
fuel, and switch to fuel oil when the gas supply is interrupted. With the excep 
tion of the Harvey Couch plant of the A. P. & L., located at Stamps, Ark., natural 
yas is delivered by large transmission lines emanating from Louisiana and Texas 
The major portion of the fuel used in the steam power plants of A. P. & L. orig 
inate in Louisiana or Texas. 

The record clearly indicates that there has been a substantial increase in the 
cost of natural gas in recent years, and it appears that the cost of coal to 
Arkansas Electric will be competitive with the cost of gas to the more recently 
built power plants of the A. P. & L. 

The location of a power plant in the vicinity of Ozark, designed to burn coal}, 
which will be stockpiled in large quantities, will give security of operation that 
would not be available if the power plant had to rely on natural gas imported 
long distances through transmission lines. In the event of a national emergency 
there is much less danger of sabotage to a power plant in the heart of a coal-field 
supply compared to a power plant receiving fuel over great distances through 
natural-gas lines, which may be severed at innumerable points. 

The power plant at Ozark will create a market for a very substantial quantity 
of coal to be produced in the area. Witnesses for Arkansas Electric testified that 
this new outlet for approximately 11,000 tons of coal per year will have a very 
beneficial effect upon the coal industry of western Arkansas. 

Looking at the general economy of the State of Arkansas, as we believe we 
should do in determining the issues in this case, as we see it, the citizens of 
Arkansas will benefit from the production and sale of coal to the Ozark power 
plant. 

Ozark is near the load center of the three distribution cooperatives. It appears 
to this Commission that the construction of a generating station within the elec 
tric load center of the three distribution cooperatives and the construction 
of shielded high-voltage transmission lines designed to carry the cooperative loads 
will result in fewer power interruptions and will provide better service at the coop 
erative’s load centers than the service from existing suppliers where their gen- 
erating facilities are located more than 100 miles distant and where their trans 
mission lines must carry not only the cooperative’s load but also the loads of the 
utilities’ own customers. 

Operating erpenses 

Detailed exhibits and testimony were introduced by petitioner and the inter 
venors with reference to the operating expenses of the power plant. These esti 
mates were in substantial variation, and our opinion is that no one can foresee 
with any accuracy the exact cost of labor and other items that enter into operat 
ing expenses five or more years from now. The Commission recognizes that all 
power plants, whether operated by petitioner or the intervening power com 
panies, must pay competitive wage rates in order to secure competent personne! 

The operating expense that will be experienced in the future by all suppliers 
will be the result of economic conditions, rather than any act of regulation by 
this commission or any final determination by the owners and operators of the 
plants themselves. 

Cost of power to the distribution cooperatives 

The testimony and exhibits of witnesses for Arkansas Electrie showed substan 
tial savings in the cost of wholesale power to the three distribution cooperatives 
These costs were based upon analyses made under written proposals submitted 
by the intervening power companies several months ago. The intervening powe! 
companies introduced testimony and exhibits to the effect that the cooperatives 
would not receive a reduction in their wholesale power costs but would actually 
experience an increase. 
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After careful consideration, the commission is of the opinion that Arkansas 
Blectric will supply power to the distribution cooperatives as proposed in this 
hearing ata cost below the present charges of the intervening power companies 
or below any offers of the intervening power companies. 

The record in this case fully reflects that the transmission systems of the 
intervening power companies located in northwest Arkansas must be strengthened 
or other lines built to carry the increased electrical load in this area. It is 
readily admitted that in the State of Arkansas much more generation than is 
shown in this application is required to meet the growing demands of the State 
Additional transmission lines and generating facilities are absolutely necessary 
to the electrical requirements in northwest Arkansas as well as in the entire 
State of Arkansas. This conclusion is confirmed by the present plans of ex 
pansion described by the intervening power companies. Convenience and neces 
sity definitely demands additional generation and transmission facilities. Under 
the laws of this State and under the showing in this hearing, we cannot deny 
the farmers in this area the privilege of building their own facilities to serv: 
themselves, and by such denial require that they take power from the intervening 
power companies. Weare of the opinion that the general publie will be materially 
aided by the construction of the facilities proposed in this petition, and more 
particularly the rural people in the northwest part of Arkansas, that no great 
harm will be suffered by anyone, and that the general economy of the State wil! 
be promoted by such construction. 

In considering this question we must look to the rights and privileges of the 
intervening power companies. The 0. G. & E. has all of its generating facilities 
within the State of Oklahoma and only comes into Arkansas with enough prop 
erty to transmit the electricity it wishes to sell in this State. The S. W. G. & E.., 
with headquarters at Shreveport, La., also has all of its generating facilities 
without the State of Arkansas. These companies, however, are validly oper 
ating within the State of Arkansas, and this commission feels that every dollar 
of investment they have in this State should be zealously guarded and protected 
by this sovereign State from dissipation or waste, and if we should find from this 
record that the building of the generating plant and transmission facilities would 
injure any of the intervening power companies to a greater degree than it helps 
Arkansas Electric and other beneficiaries of the petition, then the certificate 
should be denied. 

Let us examine the record as reflected in the annual reports filed by the inter 
vening power companies for the year 1950 with this Commission, and incorpo 
rated into the record in this case, to see what part of the great system of the 
intervening Companies which operate in this area are affected by this order. 
Only about 10.7 percent of the electrical properties of S. W. G. & E. and O. G. & E. 
are located in the State of Arkansas, and only about 0.51 percent, or less than 
one-third of 1 percent, of the electric sales of these two intervenors is purchased 
by the distribution cooperatives affected by this petition. Looking to the possible 
harm that could come to the intervenor A. IP. & L., we fail to find where this 
great electrical empire could be injured since only about 0.14 percent, or less 
than one-fifth of 1 percent, of the electrical sales made by the company are in 
volved in this application. The A. P. & L. is now engaged in a vast program ol 
expansion, and it will spend many millions of dollars within the next few years 
expanding its electric facilities. The small amount of business involved in sales 
to the cooperatives participating in this proceeding could not possibly be of 
matérial injury to the intervening companies. 

Witnesses for the intervening power companies have stated that the sales by 
their companies to the rural ele@tric cooperatives have been made at rates that 
do not allow a fair rate of return, and therefore the loss of the wholesale power 
business to the three distribution cooperatives could not be prejudicial to the 
financial condition of the companies. 

Since the hearing began on this application, A. P. & L. has filed a petition for 
a certificate of convenience and necessity to build an additional 105,000-kilowatt 
generating plant near Hot Springs, Ark. Surely this company appreciates the 
need for additional power in Arkansas, or its application would not have been 
filed. 

The interested farmers in northwest Arkansas appeared before this commis- 
sion and testified that they did not want to be dependent upon the power com 
panies for their source of generation, and that for a long time they have planned 
and hoped that they could have their own generating facilities. This petition 
is the culmination of their hopes and plans for being independent in pursuit of 
their right to generate the power required for the farmers served by the coopera 
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tives, and is a natural continuation of an admittedly successful rural electrifica- 
tion development in Arkansas. The facilities proposed to be built are designed 
to serve the member cooperatives and will be adequate for such service. 


Monopoly 


The granting of a certificate to Arkansas Electric in our opinion is in harmony 
with article 2, section 19, of the Constitution of the State of Arkansas, which 
provides: 

“Perpetuities and monopolies.—Perpetuities and monopolies are contrary 
to the genius of a republic, and shall not be allowed; * * *” 

This section of the constitution has been reaffirmed by the Arkansas Supreny 
Court in the case of the Department of Public Utilities v. Arkansas Louisiana 
Gas Co., supra, wherein the court said: 

“In this connection we think it proper to observe that the transportation and 
distribution of natural gas is a business that should not be immune from compe- 
tition, under certain conditions, rather than a regulated monopoly.” 

In the case of North Little Rock Transportation Co. v. City of North Little 
Rock, supra, the Arkansas Supreme Court, in reviewing the constitutional 
prohibition against monopoly, stated: 

“This language is too clear te need elucidation, and no amount of judicial 
interpretation should ever be permitted to cause the slightest deviation from 
clear language of the constitutional inhibition * * *” 

In this same unanimous opinion the court continued: 

“It is a question of fact in each case as to how public convenience and neces- 
sity may best be served, and competition is mandatory when public conveni- 
ence and necessity can best be served thereby * * *” 


CONCLUSION 


The commission has given full consideration to the many issues and argu- 
ments presented in this case. The commission is of the opinion that Arkansas 
Electric should be granted a certificate of convenience and necessity to construct 
the generating and transmission facilities described in its petition inasmuch 
as the record reflects that the public interest would best be served thereby. 

It is therefore ordered that: 

A certificate of convenience and necessity be and is hereby granted to Arkansas 
Electric Cooperative Corp. to construct, maintain, and operate a 30,000-kilowatt 
steam electric generating station near Ozark, Ark., and a certificate of conveni- 
ence and necessity is hereby granted to construct and operate, through lease, 
approximately 544 miles of 69-kilovolt transmission lines with appropriate sub- 
station facilities. 

By order of the commission, this 11th day of August 1951. 

[SEAL] Susan G. Dovatrass, 

Assistant Secretary. 

Mr. Exuis. May I ask a question, Senator, to be sure I understand? 

Senator Haypen. Yes. 

Mr. Exits. Mr. Wilkes did not file, then, the majority opinion and 
decision of the State commission; is that right? 

Mr. Wixxes. You are right about that. I filed the chairman’s 
opinion, which was adopted by the court. I will send the other 
opinion up here. 

But the chairman takes to task these other two members of the 
commission and can’t go along with them. 

Mr. Exits. But the other two were the majority. 

Mr. Wirxes. Well, they were in some ways, but not in legal 
knowledge. 

Mr. Woop. Mr. Chairman, I would like to request permission to 
file a supplemental statement this week correcting some allegations 
made which reflected among other things that our program is going 
to operate at a loss, which will be borne by the taxpayers. 

It will take a little time to develop some figures, but, if it is per- 
missible, we would like to develop and submit a statement which will 
prove that that is not true. 
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Senator Haypen. We expect to close these hearings this week, and 
the clerk tells us we can successfully do it by Friday. Can you get 
your statement in this week ¢ 
' Mr. Woop. We can submit that by Friday for the group. 

(The statement referred to follows :) 


SUPPLEMENTARY STATEMENT OF ERNEST ©. Woop, CHAIRMAN, ADVISORY 
COMMITTEE ON POWER FOR THE SOUTHWEST 


Mr. Chairman, under leave extended to me to file a supplementary statement 
inswering certain allegations of the power companies, I submit for the record 
the following information supporting our request that your committee approve 
and recommend appropriation of the full budget request for the Southwestern 
Power Administration, especially with respect to restoring funds in the con- 
tinuing fund, which were deleted in the House. 


THLE WESTERN MISSOURI PROJECT AND THE KAMO SYSTEM 


The company witnesses attacked the necessity for the transmission system 
being constructed by the KAMO Electric Cooperative and also the Springfield- 
Carthage transmission line and the Carthage substation being constructed by 
Southwestern Power Administration. The companies represented that if the 
proposed 12-company contract were approved and implemented, service could 
be rendered to everyone who would otherwise be served by the KAMO-Spring- 
jield-Carthage line. 

In other words, the companies are contending that the construction of the 
KAMO-Springfield-Carthage line is an unnecessary duplication if the proposed 
12-company contract is approved. This is a fallacious contention. The com- 
panies know all too well that they do not have adequate generation, transmission 
and substation facilities in this area that can begin to deliver the service that 
will be rendered over the KAMO system. These companies have lacked either 
the ability or the willingness to construct modern and adequate electrical facil- 
ities to meet the requirements of their own customers, much less the expanding 
and rapidly growing needs of the farmers in the area. Much of the trans- 
mission facilities they talk about are low in voltage and capacity, entirely in- 
udequate to move the large blocks of power needed in this area, 

It is a known fact that the Empire District Electric Co. itself will need strong 
ties with the Government facilities at Springfield and Carthage if it is going to 
render adequate service to its own customers. If the advice and counsel of Mr. 
McKee is followed, all of southwest Missouri will suffer for years for lack of 
power, 

The KAMO Electric Cooperative has a contract with Southwestern Power 
Administration which has been signed and executed and is ready to be put into 
operation when the facilities are completed. The companies are asking the 
Congress to scuttle a reality and substitute for it something yet to be accomplished. 

The Springfield-Carthage SPA line and substation is under construction. We 
have been informed by SPA that the contract has been let, the contractor is on 
the job, the Government has allotted materials, and completion should be made 
in this calendar year. Furthermore, contracts have been let for the transformers 
and switch-gear for the Carthage substation. 

SPA has a contractual obligation to deliver 30,000 kilowatts of capacity to the 
KAMO Electric Cooperative at Carthage in 1953. The other preference customer 
loads in the area will increase the demand at the Carthage delivery point to over 
07,000 kilowatts. The private company does not have available capacity in its 
transmission lines over and above the requirements of its own customers to move 
such a block of power into the Carthage area. There are 75,000 farm families 
in the KAMO area depending upon this source of supply of electric power. 
furthermore, it has been shown that these facilities of the Government and 
AMO will be beneficial to the private companies when integration contracts are 
worked out. It is our belief that these facilities and all the facilities that the 
private companies can finance and build will be needed in this area to provide 
ts power requirements. Without these facilities, not only the cooperatives, but 
le private companies themselves will suffer. 
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THE MISCELLANEOUS CONSTRUCTION FUND 


The company witnesses attacked the miscellaneous construction fund of the 
Southwestern Power Administration, stating that it was unnecessary and would 
enable this Government agency to construct lines which would take business 
away from the pr:vate companies. We consider these funds to be very essentia! 
to the successful operation of the Southwestern Power Administration’s system 
even under the proposed 12-company contract. For example, if the Government 
requested under that contract a point of delivery for a cooperative and the 
company in its sole judgment as provided in the contract, decided not to make 
the connection the only way the wholesale customer could be assured of receiving 
service is through the use of the miscellaneous construction fund. Unless these 
funds are provided the Government and the cooperative would be wholly de- 
pendent upon the companies for these service connections to preferred customers. 


THE G. AND T.-—-SPA ARRANGEMENTS 


Frank M. Wilkes, president of Southwestern Gas & Electric Co., stated before 
committees of Congress that the Generation and Transmission Co-op—SPA 
arrangements are “fantastic,” that they are “most improvident arrangements,” 
and that “under the most favorable conditions” they would result in “a net annual 
loss of $754,954” to the Government. 

How can credence be placed in Mr. Wilkes’ statement in view of the well-known 
fact, on several occasions, that he and his fellow travelers have been so wrong in 
years past when they said there is no need for the Rural Electrification Admin 
istration, that there were adequate quantities of power in their systems, that 
they had adequate facilities to deliver the power, and that the rural electrifes 
tion job was completed (on several occasions). Lach und every one of these 
claims has been disproved again and again. 

How can they hope, in the present case, for reliance to be placed in their 
claims and charges when their entire analysis is based on unwarranted assum) 
tions, on inflated values placed on costs of operations, under the contracts 
between SPA and the cooperatives, which are completely unrealistic, and on 
the assumption of a proposed power-exchange agreement, not yet approved? This 
proposed agreement is limited in scope and application by confinement of area 
boundaries and by reservations insisted upan by the companies. 

By contrast, the only mistakes of our specialists have been to underestimate 
the skyrocketing demands of our farmers for power. Our people have made 
predictions of future power needs, which were termed unrealistic by the power- 
company spokesmen, but which have proven in most instances to have been 
underestimated. 

In the present issue, using the Western Electric Cooperative case, in Okla 
homa, as an example, and after a careful analysis of the contract, it is revealed 
that when the system becomes reasonably loaded the Government will be getting 
a return from this contract adequate to meet all costs including SPA system 
facilities used in servicing this contract. In other words, this contract would 
not only pay its way, but will assist S?A in meeting its system costs in amor 
tizing its transmission lines and hydroelectric projects. SPA contracts with 
other G. and T. Cooperatives, including those in Missouri, are comparable and 
the above analysis applies equally well to them. 


THE PROPOSED 12-COMPANY CONTRACT 


The private company witnesses stated to the committee that if the proposed 12 
company contract were approved and executed it would make unnecessary the 
facilities bing constructed by the generation and transmission cooperatives in 
Missouri. They would try to lead the members of the committee to believe that 
they have such an extensive network of electrical facilities, with sufficient excess 
capacity in them at the present time, to meet all the requirements of the coopera 
tives in Missouri. The companies know this is not true. They know that there 
are entire counties and groups of counties in Missouri where there does not exist 
today a single electric facility owned and operated by the private companies 
Certainly, they are not in any position to render electric service under the pro 
posed 12-company contract or any other contract in these areas. Moreover, the 
proposed 12-company contract, if approved, would exclude the northern two-thirds 
of Missouri. Unless the proposed 12-company contract would be modifled to 
extend to these areas it would be impossible for the companies to render service 
te the cooperatives in this area. 
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In Missouri the entire area served by the central and northwest electric co- 
operatives, most of the area served by the Sho-Me Power Corp., and a portion of 
the KAMO Electric Cooperative areas lie outside the area covered by the pro- 
posed 12-company contract, 

The committee’s attention is called to the fact that the proposed 12-company 
contract is presently only a tentative agreement which has not been approved by 
the Secretary of the Interior nor has it been signed by the companies them- 
selves. Whereas, the generation and transmission contracts have been executed 
and are in full force and effect. In addition, even if the proposed 12-power com- 
pany contract should be signed in its present form, it will not obligate the com- 
panies to build a single new facility for service to cooperatives or other pre- 
ferred customers. 

The witnesses for the cooperatives have not contended that the proposed 12- 
company contract is unnecessary. There is a place for both types of arrange- 
ments in the area but neither alone can be held to completely solve all of the 
power problems. We believe in the principle of “live and let live.’ We are 
seeking only to give adequate electric service to our farm members at a reasonable 
price. 

We urge your approval of the full budget request for SPA. 

Senator Haypen. Is there anything else? 

Mr. Arnoip. Nothing, except to thank the chairman for all of us 
to allow us to present various views from all sides of this case. 

Senator Haypen. I have a statement by Mr. James G. Patton, 
president, National Farmers Union, concerning this matter. This 
statement will be inserted in the record. 

(The statement referred to follows:) 


STATEMENT OF JAMES G. Parron, PRESIDENT, NATIONAL FARMERS UNION, IN 
REGARD TO SOUTHWESTERN POWER ADMINISTRATION AND PuBLIC POWER AND 
TRANSMISSION PROJECTS 


Mr. Chairman and gentlemen of the committee, in behalf of the National 
Farmers Union, an organization of more than 400,000 farm citizens, chiefly 
in the South and the West, | want to urge full appropriations to carry forward 
public-power projects, including generating and transmission-line projects. At 
the specific request of our Arkansas, Kansas, Oklahoma, and Texas Farmers 
Union, I want especially to urge the restoration of the full $1,194,000 
recommended by the Bureau of the Budget for the Southwestern Power 
Administration Continuing Fund, 

Two decades ago the private power industry had not only failed to supply 
rural America with electricity, they refused to cooperate in Federal financing 
programs and undertake the job. As a consequence, farmers organized their 
own rural electrification cooperatives and approximately 85 percent of our 
farms are today electrified, despite efforts of the private profit power companies 
to obstruct and halt the electrification program. Congress has been told by 
them time after time that the job is completed, that nothing more needs to be 
done and that the private utilities will do what remains to be done. 

Today it is apparent that the private profit utilities are making a new 
desperate effort to halt rural electrification by blocking the construcion of 
adequate generating and transmission facilities. If they should succeed, it 
will have a tragic effect on the production of critically needed foodstuffs. Farm 
manpower is scarce, farmers are substituting electrical equipment for human 
power whenever they can, to maintain production. Total demand for electricity 
on rural dines is doubling every four or five vears. 

The Farmers Union is extremely disappointed that the Bureau of the Budget 
did not recommend much larger appropriations to help meet the growing demand 
for electric energy. We urge your committee to approve appropriations of 
not less than the Bureau of the Budget recommendations. We feel very strongly 
in face of the demand for power, not only on farms but in industry as well, 
that generating and transmission projects should be pressed just as rapidly as 
possible, 
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Senator Haypen. I have a letter from Mr. Henry W. Blalock, As 
sistant to the Administrator of Southwestern Power Administration. 
which will be inserted in the record. 

(The letter referred to follows :) 


DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
. Washington, D. C., May 16, 1952. 
Hon. Cart HAYDEN, 
United States Senate, Washington, D. C. 
My Dear SENATOR HAYDEN: Pursuant to your verbal request, I have prepared 
a statement which I am forwarding to you, attached. 
I trust this statement is responsive to your inquiry. 
Sincerely yours, 
HENRY W. BLALOCK, 
Assistant to the Administrator. 
Attachment. 


CONTINUING FUND, SOUTHWESTERN POWER ADMINISTRATION 


A reexamination has been made of the budget estimate in the amount of $1,425. 
000 for the continuing fund for fiscal year 1953 to cover costs to be incurred under 
contractual arrangements with private utilities and electric power cooperatives 
for the purchase of power, service charges, and rental of transmission facilities 
This amount of $1,425,000 was determined after very careful study. Upon reex- 
amination at this time we find that we will not be able to meet the commitments 
under the contractual arrangements with any less amount. The committee's 
attention is called to the fact that materials are more readily available and thes: 
projects are moving forward toward completion at a more rapid rate than when 
the original estimate was made. This favorable condition is likely to continue 
during the coming fiscal year which will necessitate the Government taking over 
completed parts of these facilities earlier than had been anticipated. 

Your attention is called to the fact that the Western Electric Cooperative is 
not involved in any manner in the lawsuit in Missouri. There was requested 
$442,000 in the continuing fund for servicing this contract. 

Representative of the cooperatives testified that the litigant companies in 
the Missouri lawsuit had sought to obtain a preliminary injunction. They 
showed that the companies had not pursued to completion this remedy in court 
during the past 18 months. Through the denial of funds to SPA for carrying out 
these contracts the companies will be obtaining the full fruits of injunctive 
proceedings through the appropriation process. Moreover, the Western Elec 
tric Cooperative is not a party to the lawsuit and the company litigants have 
at no time claimed to be entitled to injunctive relief with respect to this coop 
erative. Through denial of funds to SPA for this contract with Western Elec 
tric Cooperative the companies will be obtaining the equivalent of injunctive 
relief where it has not been sought in the courts. The private utility com 
panies in Oklahoma with whom the Government has a contract have made mn 
objection to the appropriation of funds for carrying out the Government's 
contract with the Western Electric Cooperative. 

It was the consensus of competent witnesses before the committee that this 
litigation would not be concluded short of a decision in the United States 
Supreme Court. It is generally considered that this might take as much as 
3 years. If a precedent is established by denying funds to carry out contracts 
which have been challenged in court the people will be the losers. Furthermor: 
the granting of these funds will not cost the taxpayers anything. These moneys 
come out of revenue which in turn produces revenue most of which will }b« 
deposited in the Treasury as miscellaneous receipts. 


Senator Haypen. The committee will be in recess until 10 o’clock 
tomorrow. 

(Thereupon, at 4:20 p. m., Wednesday, May 14, 1952, the commit 
tee recessed, to reconvene at 10 a. m., Thursday, May 15, 1952.) 





